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NEED FOR SELLING SERVICE 
TO THE PUBLIC 
By S. B. Williams 


Sinking-fund Provision for Utility 


Preferred Issues 
By John P. Callahan 


< > 


Outlook for New State Utility 


Laws in 1948 
By Bethune Jones 
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How Is the Lobby Law Working? 


By Larston D. Farrar 





YOU CAN ALWAYS COUNT ON 


EXIDE BATTERIES 
FOR DEPENDABLE CONTROL BUS OPERATION 


With Exide Batteries on the job, other storage battery tasks. 
you can be certain of prompt and Ey ide Batteries have earned the con- 
powerful action the instant it is fidence of engineers everywhere, 
needed. Because of their depend- and their widespread use is proof 
able performance through many of their dependability, long life and 
years, Exide Batteries are preferred ease of maintenance. 

by leading sta- 


Whatever your 
tions for control > storage battery 
bus and switch- problems may be, 
gear operation, Exide engineers 
emergency light- will be glad to help 


ing service and you solve them. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 


ee 
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BARBER BURNERS 


Give High Efficiency on Conversion Jobs 





Barber Gas Conversion Burners are now furnished, if pre- 
ferred, in the “D” Series as shown above, with diaphragm gas 
control valve, a very dependable control at a price between 
those of our standard motor gas valve and our magnetic gas 
valve. This diaphragm valve is electrically operated, positive 
in opening and closing, quiet in operation, and also permits 

burner to be manually operated if necessary. 


Barber Conversion Burners are made in shapes and capacities to fit 
the heating needs of all types and sizes of furnaces and boilers. They 
give top economy and efficiency, both from the existing heating equip- 
ment and the gas fuel, of whatever type. Barber burners, made for 30 
years, are in a different class entirely from competitive EXPERIMENTAL 
burners, because of their superior combustion principle, employing the 
patented Barber Impinged Jet. There simply is no comparison between 
the average mixer-type gas burner and the Barber vacuum pre-mixture 
design. For satisfactory performance, equip your jobs with genuine 
Barber units. 


Listed in A.G.A. Directory of Approved Appliances. 
Ask for new Catalog and prices 
on conversion burners, appliance burners, and pressure regulators. 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


e BARBER&SZ2<S BURNERS e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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NORWALK Products are Stocked 
at 12 Factory Branches 








San Francisco Pittsburgh 
Los Angeles Washington 
Minneapolis Philadelphia 
Chicago New York 
Cetroit ’ ; Albany 


Cleveland Boston 


Service Shops in Other Cities *% Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 
on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 12 branches keep your installation crews working with- 


out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You’ll find qualified 
gas men at all 12 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We’ve been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 








VALVES e REGULATORS #¢ GOVERNORS GOVERNORS e VALVES REGULATORS 


GAUGES e N-5 NSPIRATOR GAUGES @ MERCURY LOADERS 
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PUBLIC 





T is a common view among American 

businessmen that no product is over- 
priced as long as the public is ready, 
willing, and able to buy it. The converse 
of this statement, which is merely an- 
other way of suggesting the economic 
policy of “what the traffic will bear,” is 
that the public will stop buying when 
prices have risen to a point where the 
public feels it is no longer receiving 
value. 


But the problem of stabilizing supply 
and demand through such price adjust- 
ment does not always work so simply. 
When a backlog of demand has built up 
over a period of time because of an in- 
terruption of supplies, such as the shut- 
down in the manufacture of utility ap- 
pliances during the war, the customer 
can be sold readily enough at higher 
prices. But keeping him sold, and keep- 
ing him happy about his purchase, may 
require some expert salesmanship. Even 
in the regulated field of public utility 
service, we find such economic complica- 
tions arising from artificial influences on 
the normal free interplay of supply and 


JOHN P. CALLAHAN 
JAN. 15, 1948 


UTILITIES 


FORTNIGHTLY 





demand. Gas, electric, and telephone 
utility companies certainly do not want 
for customers today. Nor can it be gen- 
erally contended that the value of such 
service has been overpriced. 


INDEED, until recently the trend in 
utility rates generally has been steadily 
downward. But with the improvement 
in the service supply situation which is 
bound to materialize as our great utility 
industries make progress with their vast 
plant expansion programs, there will 
come a time when supply will catch up 
with the demand, and then the utility 
industries will be faced with the some- 
what unusual problem of keeping their 
customers “sold” on the value of the 
service — but at rates which will yield 
revenue sufficient to offset rising operat- 
ing costs. That is the salesmanship job 
which faces all utility industries within 
the predictable future. 


H: utility rates seem inevitable un- 
der present general inflationary 
conditions. Already the telephone and 
transit industries have had to move bold- 
ly for substantial increases in rates. Even 
the gas and electric companies, despite 
their vast capacity for absorbing in- 
creased costs through expansion of sales 
volume, are reaching their economic 
limits. 


AnD so, while a sales organization 
might offhand seem a matter of sec- 
ondary importance for a utility industry 
straining every fiber to catch up with cus- 
tomer demand, it must be kept in mind 
that first-rate sales organizations do not 
spring up over night in full bloom. Even 
if the suggested demand for salesman- 
ship were two years away, it would not 
be too early today to begin the task of 
recruiting and training a qualified organ- 
ization for the task that is to come. 


6 
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GMC heavy duty truck models are extra tough 
and rugged ... heavy duty through and through. 
They are built that way because GMC is in the 
commercial vehicle business exclusively, be- 
cause GMC designers and engineers know the 
kind of engines, axles, frames, transmissions, 
clutches and springs that will best perform on 
every heavy hauling operation. And they prove 
out that way, too . . . over-the-highway, off-the- 
road, or in city stop-and-go. GMC heavy duty 
models are available in gross weight ratings of 
19,000 to 90,000 pounds. Many models are avail- 
able for early delivery through your GMC dealer. 


GMC TRUCK & COACH DIVISION © GENERAL MOTORS CORPORATION 


THE TRUCK OF VALUE 


GASOLINE « DIESEL 





GMC's four heavy duty gasoline engines, of 
proved, efficient valve-in-head design, offer 
such extras asTurbo-Top Pistons, Airplane-type 
Main Bearings, Tocco-hardened Crankshafts. 





oo 


GMC's wide range of chassis options includes 
six basic rear axle designs. Illustrated is the 
Worm Drive Tandem providing dual drive 
and maximum traction for extra heavy work. 








PAGFES WITH THE EDITORS (Continued) 


LARSTON D. FARRAR 


In this issue we present a careful 
analysis of this situation from the stand- 
point of a well-known figure in the elec- 
tric power industry who is well qualified 
to speak. He is S. B. WiLLIAMs, now 
vice president of Sylvania Electric Prod- 
ucts, Inc., of New York, but who will be 
readily recalled by many readers for his 
considerable period of service as editor 
of one of our esteemed contemporaries 
in the industrial publication field. Mr. 
WILLIAMS was born in Kansas in 1889, 
educated at Princeton (B Lit, ’12; EE, 
14). He joined the Electrical World as 
assistant editor in 1914, and after other 
editorial experience with affiliated Mc- 
Graw-Hill publications he became man- 
aging editor of Electrical World in 1936 
and editor the following year. He re- 
signed that post to join his present or- 
ganization. In addition to his editing ac- 
tivities, Mr. WiLtriAMs also has been 
active in associations of electrical engi- 
neers. His article in this issue contains 
in substance the paper delivered by him 
at the sales conference of the Southeast- 
ern Electric Exchange in Atlanta, Geor- 
gia, last October. 


ok aK aK 1K 


HE Federal law requiring the regis- 

tration of lobbyists has been in ef- 
fect only a little over a year. During that 
time hundreds of professional “legisla- 
tive agents” and other representatives of 
special interests have felt themselves re- 
quired by law to register at least a 
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statement of their activities. Others in 
Washington who seem to be engaged in 
about the same type of activity appar- 
ently have not felt so required. This is 
certainly true of some Federal govern- 
ment officials who make no bones about 
their activity in seeking to influence con- 
gressional legislation. Whether such 
activity is always exempt as action in line 
of duty is another: open question fre- 
quently raised around Washington these 
days. In this issue, LARsToN D. FARRAR, 


- author of numerous articles on business 


from the Washington standpoint, gives 
us an interesting check-up on how the 
new lobby law is working out—or not 
working out, according to the way the 
reader may care to view the situation. 


* * K * 


oHN P. CALLAHAN, author of the 
J article on the sinking-fund provision 
for utility preferred issues, is the utility 
news reporter and financial analyst of 
The New York Times. 


a 


MONG the important decisions pre- 
A printed from Public: Utilities Re- 
ports in the back of this number, may be 
found the following: 


THE Idaho commission, in passing 
upon an application for telephone rate 
increase, considers the classification of 
exchanges of a statewide telephone com- 
pany. (See page 33.) 


WHETHER a public utility company 
should be authorized to serve within the 
franchise area of a rural electric co- 
Operative association is considered by the 
Indiana. commission. (See page 45.) 


A TELEPHONE company was ordered to 
resume service to a subscriber whom it 
had served for many years, where serv- 
ice had been discontinued unjustifiably at 
the request of the police. (See page 63.) 


THE next number of this magazine 
will be out January 29th. 


Mar hele 
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rut | Now! Keyboard Margin Control* 
. sets margins at the flick of a finger 





A boon to typists, Keyboard Margin Control—exclusive on the 
ym- Remington KMC* Typewriter—takes the merest flick of a finger, gives on 
the dot margin accuracy without moving the fingers from the keyboard. 
Like the other features on the Remington KMC Typewriter, it is designed 
the to ease and speed the typists’ work. These features mean extra savings for 
co- executives and owners, too. Keyboard Margin Control and the other Plus 


ny 


the Values built into this magnificent typewriter—all available without extra 


charge — provide distinctive, clearcut, efficient typing at the lowest net cost. 
ito Let your nearby Remington Rand representative show you how the 
a it replacement of your outdated machines with Remington KMC Typewriters 


TV- can lower your typing costs. 
y at 


3.) 


rine 


*Keyboard Margin Control and KMC, T.M. Copyright 1947 by Remington Rand Inc. 
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PUBLIC UTILITIES FORTNIGHTLY... 


“PUBLIC UTILITIES AND.CITY PLANNING” 


Helping to plan the city of tomorrow is 
both a duty and a responsibility of gas, elec- 
tric, telephone, water, and transit utilities. 
Here is a down-to-earth article by Leslie Wil- 
liams, New York city planning and traffic engi- 
neer, on how public utility executives may 
best meet this challenge and opportunity. 


“SHOULD PUBLIC UTILITIES ADVERTISE?” 


Harold S. Metcalfe, president of the Public 
Utilities Advertising Association, gives us 
plenty of good reasons for advertising by op- 
erating utilities. The need for such an efficient 
sales aid is even more necessary for an operat- 
ing utility, notwithstanding its service mo- 
nopoly position, than for the sale of products 
by manufacturers in a competitive market. 


“UTILITY CUSTOMERS ARE PEOPLE—TALK TO THEM” 


Public relations of a great utility organiza- 
tion has many facets and aspects. One rarely 
noticed method of making friends with the 
utility customer is the ordinary routine letter 
to the customer. C. L. Sullivan of Peoples Gas 
Light & Coke Company of Chicago has made 
an interesting study of this problem. His 
article summarizes the result. 


“THE PLIGHT OF LABOR UNDER TOTALITARIANISM” 


The myth of totalitarian efficiency in the 
handling of labor relations has been pretty 
well exploded by a comparison of living stand- 
ards for average workers here and abroad. 
William B. Smith, former U. S. Labor De- 
partment official, strips this myth quite bare 
with an analysis of what totalitarian rule 
really means to the workingman, including 
the utility worker. 





Special financial news, digests, and interpretations of 
court and commission decisions, general news happen- 
ings, review, Washington gossip, and other features of 
interest to public utility regulators, companies, execu- 
tives, employees, investors, and others. 
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IT SAVES METAL... 
LASTS 
LONGER 


RUST-OLEUM IS A POSITIVE RUST PREVENTIVE. 
Its enduring coating seals metal against the ravages 
or rain, snow, dampness, fumes and other destruc- 
tive, rust-forming conditions. Public utilities save on 
maintenance costs by using Rust-Oleum. Tough, 
elastic weatherproof—it adds years of protection to 
all metal surfaces. RUST-OLEUM CAN BE APPLIED 
DIRECTLY OVER RUSTING METAL—by brush, dip 
or spray. It outlasts ordinary protective materials 
two to ten times depending on conditions. 

Complete engineering service is available. Rust-Oleum 
stocks are carried by distributors in principal cities. 


Saves ZF Ways GET ALL THE FACTS—MAIL THIS COUPON NOW! 


ON MAINTENANCE 


@ Less Preparation. No sandblast- RUST-0 LEU M CORPORATION 


ing or chemical rust dissolvers 
baschs Oe pon oa 9 9 2457 Oakton Street, Evanston, Illinois 
i RU a vee Please send me a free copy of the new Rust-Oleum Catalog of color 


Goes on Faster. Rust-Oleum 
can be applied in 25% less time Name wa aig 
. . « It covers 40% more area 
per gallon. Title = 

@ Lasts Longer. Rust-Oleum out- c 
lasts ordinary materials two to rw 
ten times depending on existing 
conditions. 
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‘“‘THERE NEVER WAS IN THE WORLD TWO OPINIONS ALIKE.'*—Montaigne 


Frank W. RIsING 
General manager, ‘Automotive & 
Aviation Parts Manufacturers, Inc. 


Sir StTaFForD CRIPPS 
The Chancellor of the Exchequer. 


James J, Davis 
The late U. S. Senator from 
Pennsylvania. 


KeitH S. McHucu 
Vice president, American Tele- 
phone and Telegraph Company. 


Hoicar J. JOHNSON 
President, Institute of Life 
Insurance. 


FRANK W. PIERCE 
Director, Standard Oil Company 
(New Jersey). 


Henry E, Ast 
President, Brand Names 
Foundation, Inc. 


HENRY WALLACE 
Editor, The New Republic. 


Frep A, Hart ey, JR. 
U. S. Representative from 
New Jersey. 


James L. DoNNELLY 
Executive vice president, Illinois 
Manufacturers’ Association. 
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“Economics, not politics, should form the basis of 
labor relations.” 
* 


“Britain is on the move, and we can face next year 
[1948] with quiet confidence.” 


> 


“The time to quit work and divide the wealth is just 
two weeks before the end of the world.” 


> 


. . public relations and industrial relations officials 
should work together closely and at top management 
level.” 


“ 


* 


“No business can make a decision that is not in the 
public interest and sell it to the public as being in their 
interest.” 


* 


“American business and industry can do more than 
any other institution in steady progress toward security 
and steady jobs for us all.” 


* 


“True strength in our world leadership is impossible 
unless we are strong at home, And we can’t be strong 
at home unless we understand what we are strong for.” 


> 


“I refuse to condone the obstinacy of others, but I 
maintain that the wealthiest and most powerful nation 
in the world can afford patience and tolerance in a time 
of crisis.” 


> 


“The Taft-Hartley law attempts to prohibit mass 
picketing and the use of violence. I want to make it possi- 
ble for anyone to go to work, free from harm to himself 
or family.” 


e 
“Politics means expediency. Whenever the government 
takes over, politics and expediency are sure to prevail. 
Politics, expediency, and sound economy, simply do not 
mix. It is just like trying to mix oil and water.” 


12 
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AN UNFAILING ADVANTAGE 


Whatever your control requirements may be, it is conceded that the 
switch in a control warrants first consideration, due to its functional character- 
istics. All Mercoid Controls are equipped exclusively with hermetically sealed 
mercury switches of special design and critically selected materials @ Mercoid 
mercury switches are known the world over for their dependable service. They 
are not affected by dust, dirt or corrosion; nor are they subject to,open arcing 
with its attendant consequences of pitting, sticking or oxidized contact sur- 
faces, all of which, are likely to interfere with normal switch operation @ 
That is why among other things, Mercoid Controls on the whole give you 
assurance of better control performance and longer control life-—a distinct 
and unfailing advantage —the reason why they are also the choice of America’s 
leading engineers for many important industrial applications. 


Catalog Sent Upon Request 
*MERCOID \@) CONTROLS 


NG. AIR CONDITIONING, REFRIGERATION, AND V 
RPORATION - 4223 BELMONT AVENUE - CHICAG( 
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REMARKABLE REMARKS—( Continued) 


Pau. G. HorrMan 
Chairman, Committee for 
Economic Development. 


Harry M. Norppserc 


Sales manager, Pitney-Bowes, Inc. 


Emu ScHRAM 
President, New York Stock 
Exchange. 


Joun C. Forcer 
Chairman, Investment Bankers 


Association Conference Committee. 


Nei W. CHAMBERLAIN 
Assistant professor of economics, 
Yale Unwwersity. 


JaMEs B. Conant 
President, Harvard University. 


RosweEtt MAGILL 
Partner, Cravath, Swaine 
& Moore. 
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“. . . we are convinced that this economy of ours can | 
achieve a combination of progressively higher living 
standards, relative stability, and freedom of choice which ” 
will make it by far the most desirable type of economy © 
in the world.” 2 


> 


“A courageous management use of the findings of 
market research can do much to help minimize business ~ 
recessions of the future and thus contribute directly to” 
a stabilization of the dynamic economic system we call 
free enterprise.” 


* 


“There is a great deals of loose talk these days about 
speculation. Risk taking, which contributes to the 
liquidity of markets and to the ability of our securities 
markets to supply capital, is constructive and should be 
encouraged. Speculation is inherent in our capitalistic 7 
economy.” 


* 


“Private enterprise is the only thing under God's 
heaven that has been vindicated; everything else in its 
line has been proved a flop. Private business is the power 
behind a nation which is just about holding the world 
together singlehandedly, despite some nipping at its heels 
here and there.” 


* 


“Union power must be held within bounds; no group 
power in our society can be recognized as above or be- 
yond the law. Restrictions upon undesirable practices are 
not only warranted but necessary. Perhaps some con- 
tained in the new law will prove their worth—only time 
will tell. But restrictions alone do not constitute a suffi- 
cient recognition of power; limitations on power do not 
necessarily canalize power.” 


> 


“As never before business needs men who appreciate 
the responsibilities of business to itself and to that unique 
society of freemen which has been developed on this 
continent, Such men must understand not only the prac- 
tical workings of business organizations but also the eco- 
nomic and social climate in which business operates. 
Management and labor share with the statesmen whom 
we elect to office the responsibility for our future.” 


* 


“We certainly have our own domestic problems to con- 
sider, as well as the world’s. We are one of the few re- 
maining countries in which a free private enterprise sys- 
tem persists. Our domestic health, as well as our aid to 
foreign countries, depends entirely upon the vigor and 
vitality of that productive system. We must continue to 
produce and produce mightily, for it is goods and not 
merely dollars that are in great demand today.” 
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serve 
growing 


electric loads 


economically 


Here’s how EsBasco engineers can 
help you plan the expansion of 
your system—-to serve adequately 
present and expected loads and be 
readily adaptable to potential 
growth and technological ad- 
vances, They take all factors into 
account, assuring you minimum 
overall operating costs and maxi- 
mum useful life. 

EBasco specialists study your 
present system, markets, load 
growth and customer service re- 
quirements. They coordinate the 
planning of required additions 
and revisions to the three com- 
ponentsof the system — power sup- 
ply — transmission — distribution. 
They bring a fresh objective ap- 
proach and application of advanced 


with 
system 
planning! 


perience in the development and 
operation of all types of utility 
systems and power pools. 

EBAsco engineers will develop 
several alternative plans with com- 
parisons of investments, invest- 
ment costs, operating costs, eval- 
uated. service and other factors. 
You get a complete report on 
which management can act with 
assurance. It advises you on when, 
what and where to build. Write for 
a booklet describing EBasco ser- 
vices and facilities. 


EBASCO 


SERVICES 


INCORPORATED 


practices to each problem they 
tackle—along with diversified ex- 


TWO RECTOR STREET Kail Stites 
NEW YORK 6,N.Y.  / : 
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Accounting « Appraisal + Budget +» Consulting Engineering + Corporate Finance + Design & Construction + Industrial Relations 

Purchasing + Rates & Pricing + Research + Sales & Marketing + Taxes + Traffic 
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Inspection & Expediting + Insurance + 
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Recent C-E Steam Generating ; 
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COMBUSTION) 


CE PRODUCTS INCLUDE ALL TYPES OF BOILERS, 
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Units for Utilities... 





POSSUM POINT STATION 


VIRGINIA ELECTRIC AND POWER COMPANY 


HE C-E Unit illustrated here is now in process of fabrication 

for the new Possum Point Station of the Virginia Electric 
and Power Company near Quantico, Virginia. 

It is designed to produce, at maximum continuous output, 
650,000 Ib of steam per hr at 875 psi and a total temperature 
of 900 F. 

The unit is of the 3-drum type with 2-stage superheater. The 





furnace is fully water cooled, using closely spaced plain tubes 
on all walls and finned tubes in the roof area; it is of the basket- 
bottom type discharging to a sluicing hopper. Regenerative air 
heaters follow the boiler surface. 








yy Pulverized coal firing is employed using C-E Raymond Bowl 
Mills and Vertically Adjustable, Tangential Burners. Auxiliary 
Type R horizontal burners are used in the front wall above 
the tangential burner level. Bypass dampers are employed to 
—— supplement the vertically-adjustable burners in maintaining 


accurate superheat control. 
B-186A 


o 
| ENGINEERING 


200 MADISON AVENUE ° NEW YORK 16, N.Y. 
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SHIPS 


ee a 


HYDRAULIC TURBINES 
— and — 


ACCESSORY EQUIPMENT 


kk * 
PRESSURE VESSELS 


xk * 


STEEL, IRON and 
BRASS CASTINGS 


x ** 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


x *&* 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport News, 
VIRGINIA 
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Get Mew Outeh Service at ‘|, the Oost 


AVAILABLE NOW FROM YouR 
INTERNATIONAL DEALER OR BRANCH 


INTERNATIONAL Factory-Rebuilt 
EXCHANGE CLUTCHES 


Same International Warranty as for New Clutches 


Here’s your chance to immediately re- 
place worn, slipping clutches—quickly, 
easily—and save one-third the cost of new 
clutches. 

Right now your International Dealer 
or Branch has International Factory- 
Rebuilt Clutches for all models of Inter- 
national Trucks. 

These clutches are ready for immediate 
installation. You lose no time waiting for 
old clutches to be overhauled. 

You get International Clutches that 
give the sameservice as new clutches—that 
carry the same International warranty. 

And the cost to you is two-thirds or less. 


Tune in James Melton on “Harvest of Stars!’ 


NBC Sundays. 


INTERNATIONAL 


Act now! Avoid lay-ups and delays! 
Get better truck performance! Have your 
International Dealer or Branch install 
International Factory - Rebuilt Clutches 
now. 


Other International Exchange Units 
Your International Dealer or Branch has 
many other International TruckExchange 
Units. Same quick installation as clutches. 
Same new unit service at a substantial 
saving. Get details, sure. 


Motor Truck Division 


INTERNATIONAL HARVESTER COMPANY 
180 N. Michigan Ave. Chicago 1, Hinois 


Trucks 
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Imagine doing an 


analysis job 


with not 6... but 300 hands! 


HAT’S what happens in our Bill Fre- 

quency Analyzer which is one of the 
most remarkable machines you ever saw. 
It is an electro-mechanical device with 300 
registers which automatically classify and 
accumulate—all in one step! 


150,000 to 200,000 


This mechanical marvel is exclusive with 
us and of especial interest to you for the 
speed and ease with which the machines 
compile bill analyses. 


Operated by our trained personnel, these 
machines can analyze between 150,000 and 
200,000 bills in one day! And no clerical 
work is required in your office. 


The cost for this unusual service is also 


worth looking into. The charge is but a 
small fraction of a cent per item. 


Get all the facts 


Read the FREE booklet, “The One-Step 
Method of Bill Analysis,” which will give 
you further details. Send for it now! 


7 


| RECORDING AND STATISTICAL CORPORATION 


| 102 MAIDEN LANE, 


NEW YORK 5, N. Y. 
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Eighth International Heating and Ventilation Exposition will be held, New York, N. Y., 
Feb. 2-6, 1948. 











NRDGA ends annual convention, New York, N. Y., 1948. 





Public Utilities Advertising Association will hold New England regional meeting, . 
Boston, Mass., Feb. 4, 5, 48. 





Canadian Electrical Association ends winter conference, Quebec, Canada, 1948. 





Georgia Association of Broadcasters begins winter meeting, Augusta, Ga., 1948. 





American W. or Works Association, New York Section, holds mid-winter luncheon, 
New York, N. Y 48. 





American Gas Assoctation, Home Service Ucmmittee, begins meeting, Chicago, Ill., 1948. 





Texas Telephone Association will hold convention, Galveston, Tex., Mar. 15—17, 1948. 





New England Gas Association will hold annual meeting, Boston, Mass., Mar. 18, 19, 
1948. 





American Society of Civil Engineers ends annual meeting, New York, N. Y., 1948. 





| Canadian Construction Association begins annual meeting, Quebec, Canada, 1948. 





' American Institute of Electrical Engineers begins winter general meeting, ey) 
Pittsburgh, Pa., 1948. 











National “a oy of Broadcasters Program Executive Committee ends meeting, 
Washington, D. C., 1948. : 





Minnesota Telephone Association ends convention, St. Paul, Minn., 1948. 
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Reflections of Power 


(Conners creek power plant) 


Courtesy, Detroit Edison Company 
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Need for Selling Service 
To the Public 


It may come as a surprise that the electric utility industry, faced as it 
is today with the problem of meeting the demand for service with its 
available capacity of supply, may face even a larger problem of selling 
service to keep the industry operating profitably in the years just ahead. 
The answer lies in the need for a more effective and discriminating 
type of sales promotion which will be required to make the utility plant 
earn more dollars per unit of capacity. Here is a timely explanation 
of why it is necessary for utility companies to recognize the urgency of 
such sales organizations now so that they will be available with proper 
training and support when the period for more effective sales promotion 
arrives. 


By S. B. WILLIAMS* 


IGHT now when capacity reserves 
R are at their lowest nothing 
probably seems less necessary 

to electric utility companies than a sales 
department. Doubtless other forms of 
public utility industry have the same 
reaction in the face of mounting de- 
mand and tight service supply. Many 
a manufacturer felt that same way a 
year ago when back orders were 


*For personal note, see “Pages with the 
tors.” 


stacked up to the ceiling and every mail 
added to the confusion. 

Except for some heavy equipment 
lines, these same manufacturers are 
bending every effort to strengthen their 
sales departments. They have the same 
problem now that the electric utilities 
are going to have before long—a 
larger productive capacity and a 
larger number of people to keep em- 
ployed, and the only way it can be done 
is by profitably selling the output. 
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The privately owned power com- 
panies are now committed to the in- 
stallation in the next five years of some 
15,000,000 kilowatts or an increase of 
374 per cent. 

The present 40,000,000 kilowatts of 
private capacity represent an invest- 
ment of $13,000,000,000, while this 
5-year program calls for an additional 
$7,000,000,000—an increase of over 
374 per cent in capacity but over 50 
per cent in investment. 


I MENTION these figures for two rea- 
sons : 
First, because the industry’s sales 
problem has changed in magni- 
tude and importance the same as has 
the manufacturers’. It is not only 
bigger in volume than ever before but 
with it go responsibilities that are of a 
different kind and magnitude. 

Second, this new capacity is going 
to catch up on the industry’s sales force 
faster than may be realized. In fact, as 
far back as August, 1947, new capacity 
began to exceed load growth and the 
industry as a whole was once more be- 
ginning to accumulate reserves. Of 
course, it is slow at the present time 
but it is gaining in momentum. 

Management right now is concerned 
about the financing of this $7,000- 
000,000 of new investment. For years 
new investment has been financed out 
of reserves but these are inadequate to 
the needs of this new program. Man- 
agement might well be concerned about 
getting an adequate return on this new 
investment. 

There will still be engineering and 
operating problems, legal matters to be 
solved, and tax problems to be handled, 
but the big job that is directly ahead of 
the private electric utilities is sales. 
JAN. 15, 1948 


. has taken the industry sixty-five 
years to sell 40,000,000 kilowatts. 
It now faces the task of selling 15,000,- 
000 kilowatts in five years. Such is the 
magnitude of the job which manage- 
ment must place upon company sales 
organizations. 

But that is not all. The 40,000,000 
kilowatts now in operation are on the 
books at $13,000,000,000. Last year 
the industry’s gross operating revenue 
of something over $3,000,000,000 
was sufficient to net for dividends and 
surplus about 5 per cent on investment 
or $15.90 per kilowatt. 

At the same rate of equity return, 
the new investment would require a net 
of $23.33 per kilowatt. That is $7.43 
more net per kilowatt than last year. 

We must assume that the industry 
is at least going to maintain its equity 
return, if not improve it. How else can 
it expect to raise the equity capital nec- 
essary to finance this additional $7,- 
000,000,000 of investment? 

If that is so, where is the extra $7.43 
per kilowatt coming from? That is the 
$64 question which utility sales organ- 
izations must answer. 

Higher rates undoubtedly will be 
part of the answer but in general the 
higher revenue will come as a result of 
much more careful planning of load 
acquisition. Selective selling, once 
pretty much a slogan, now must become 
an actuality. 

In fact, with same average rates as 
last year the nation’s electric utility in- 
dustry will have to sell an additional 
7,500,000,000 kilowatt hours annually 
just to take care of the higher equity 
return requirement. This is over and 
above the 65,000,000,000 to 70,000- 
000,000 kilowatt hours necessary to 
load up to new capacity. 
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T= figures are merely mini- 
mums. If it is the intention of the 
industry to utilize this added capacity 
in part to provide substantially larger 
reserves, then the revenue burden for 
each kilowatt sold is just so much more. 

It is enough at this time perhaps to 
limit our thinking and planning for the 
five years immediately ahead of us. 
That, however, is but the beginning. 
America needs this power and much, 
much more besides. If twenty more 
years are spared us before we are en- 
gaged in another war, the closer we are 
to twice or even three times the power 
now available the better will we be able 
to defend ourselves against any aggres- 
sor. 

Adequate power is the first line of 
defense of any major country. I hate 
to think where the Allies would have 
been in this last war had the United 
States had as little power per capita 
as her Allies did. 

We must provide for the power 
needs of national defense now, not in 
terms of unused plant but of operating 
capacity that can be available as re- 
quired. Either we will do that or the 
armed forces will erect new plant. Such 
a program might start out as a limited 
national security precaution. But it 
might not stay in such a category. 

For sometime now, the utility com- 
panies here have borne a heavy respon- 


sibility for helping to stem the tide of 
rising prices through improved produc- 
tivity resulting from a more generous 
application of electric power to indus- 
trial processes. That is now going on 
and in considerable measure is causing 
the industry’s present temporary ca- 
pacity embarrassment. The responsibil- 
ity will continue to go on just as long 
as the industry can contribute to lower 
costs. 

To sell all this load is not going to be 
too difficult, if the industry is resolved 
to hustle for sales. The tough problem 
is going to be to sell it for more money 
without relying very much on higher 


rates! 
| peng designers, and engineers 
gave the electrical industry its 
start. As it expanded and consolidated, 
financing became a major problem and 
the industry turned to the bankers for 
direction. When legislation and regu- 
lation were of absorbing importance, 
lawyers in many instances became 
pilots. Tomorrow, for the first time in 
the history of the industry, markets 
will be the dominant problem. Tomor- 
row is the day of the utility sales pro- 
motion. 

There is no choice; the industry’s 
sales organizations must accept this 
challenge. Of course, there is always 
the possibility the company personnel 


z 


q 


became a major problem: and 


“INVENTORS, designers, and engineers gave the electrical 
industry its start. As it expanded and consolidated, financing 


the industry turned to the 


bankers for direction. When legislation and regulation were 
of absorbing importance, lawyers in many instances became 
pilots. Tomorrow, for the first time in the history of the in- 
dustry, markets will be the dominant problem. Tomorrow 


is the day of the utility sales promotion,” 
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might undergo some adjustment until 
men of the necessary degree of initia- 
tive and vision are found or developed. 
The job of directing utility sales in the 
future will be a big job and will require 
men who can measure up to it. 

While building load is of primary 
importance, there are related phases of 
the task which need conscious atten- 
tion in order to bring forth a balanced 
and efficient operation. 

There can be no debate over the need 
for load that will bring an adequate re- 
turn for the investor. Whether this is 
best secured by widespread sales re- 
gardless of location or character or by 
emphasizing the sales of selected loads 
has been a moot question. I know that 
manufacturers and others are more 
conscious now of the necessity for 
pushing harder on the long profit items 
to overcome shrinking differentials on 
run-of-mill products, Utilities may be 
different but, if the new capacity is not 
going to obtain from the regulatory 
commissions a higher rate to offset the 
higher investment cost, then something 
has got to be done to get more revenue 
out of a kilowatt. 


MMEDIATELY available in this con- 
nection is planned lighting. There 
is probably no other load that offers so 
much in terms of dollars per kilowatt as 
lighting. Moreover no other major load 
has been so neglected in terms of its 
potential. It may come somewhat as a 
shock to many but the fact is that 
most of the lighting in this country has 
been allowed to become obsolete. 
The planned lighting program 
launched last year can provide a con- 
siderable part of the profitable load 
needed to carry this new investment— 
that is if it is properly carried out lo- 
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cally. Some of us who have been greatly 
interested in the program are wonder- 
ing if it will become just another utility 
promotion, that the rest of the industry 
will not be tied in sufficiently, that not 
enough money will be budgeted locally 
to insure the realization of anything 
like the potential. 

Some utilities are putting off this 
and all other promotions because they 
are so short of capacity, I cannot be- 
lieve that such decisions are made by 
company officials responsible for sales 
effort, for surely they must know that 
sales do not start the moment plans are 
begun. If any lesson is to be learned by 
the utility industry from the experience 
of manufacturers thus: It is already 
late. Whenever capacity to produce is 
growing faster than orders received, it 
is time to break out the danger signal. 
It takes time to build up sales momen- 
tum, By starting now, the industry can 
catch up with capacity growth in time 
to prevent a considerable investment 
return loss when the capacity goes in. 

During this period of limited capac- 
ity the utility sales officials have the im- 
portant job of keeping the customer or 
prospect happy. Some manufacturers 
took advantage of the sellers’ market 
either to put on a bit of pressure or to 
ignore certain customers. When the 
buyers’ market returns, and it always 
does, these suppliers may have a lot of 
fence mending to do. 


r times of difficulty it is still possible 
to create good customer relations 
even though it is not possible to satisfy 
all the customers’ requirements. Such 
relations will pay off handsomely when 
there is plenty of capacity. 

With such a large sales task it is nec- 
essary that the right atmosphere be 
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Scientific Marketing 


ee ne pemngees marketing requires the right personnel— 
men who have been carefully selected and trained. 

Such men, of course, cannot be paid on the how-little-can-I- 

get-salesmen-for basis that has characterized so many pro- 

grams. It must take the opposite approach of how-much- 

can-I-afford-to-pay. The results will be better and the cus- 
tomer relations will not suffer as much.” 





created. This is not a job that the sales 
organizations can leave to someone else. 
Good relations with anyone that can 
affect business are essential. Obviously 
this is true of customer relations. It is 
equally true of public relations. The 
community in which the utility oper- 
ates can be resistant or receptive to a 
sales program. It is a responsibility of 
the sales organizations to see that the 
latter condition prevails. 

In the years ahead of us, industry 
will be arrayed against industry fight- 
ing to keep its plants and employees 
busy. Is the electrical industry going to 
be disorganized? That will depend en- 
tirely upon the type of leadership that 
the utility shows. The manufacturers, 
wholesalers, contractors, and dealers 
can help tremendously to meet the sales 
challenge. However, the utility compa- 
nies’ own sales officials are the captains 
of the local industry. The sales pace 
they set is more likely than not to char- 
acterize the whole tempo of the market 


in any given area. The prewar load- 
building pace is not fast enough to 
absorb the capacity of the suppliers. It 
needs something bigger ; new thinking, 
new approaches, new programs, new 
methods. If methods used before the 
war are inadequate to the problem per- 
haps the time is here when utilities can 
accept the sales principles of competi- 
tive business. For instance, there is the 
selling of selected markets. We will 
hear more about this as a general busi- 
ness philosophy; namely, that we can 
provide mass employment and mass 
production only .by mass selling. 
Planned lighting when properly car- 
ried out is one kind of mass selling. 


. is nothing new to design sales for 
the purpose of stimulating business. 
But consider now, a method used by 
industry depending on mass selling— 
what price (rate) will get a predeter- 
mined volume of business? Before that 
can be done, of course, we must ascer- 
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tain by research what is the relation of 
price to sales. 

Pricing to bring a return is all right 
when sales do not need stimulation. On 
the other hand, pricing to get sales, if 
carefully done, will in all probability 
bring the desired return. 

It has been found a good practice, 
in unregulated business, to learn what 
the customer wants by way of product, 
price, and service. Should the sales de- 
partment be satisfied to accept the en- 
gineers’ concept of service ? Or is some- 
thing else less costly just as salable? 

When a market is new, the fastest 
progress is made by taking off the 
cream. But sooner or later an inten- 
sive search for business is necessary. 
Area development in an intensive man- 
ner, particularly on selected loads, will 
be found to aggregate large results. 

Another page from the book of non- 
regulated competitive business that will 
bear study is a clear and courageous 
analysis of existing competition. How 
much has other existing investment 
been a deterrent to the strong promo- 
tion of electric service ? Maybe it has to 
be accepted, but then again maybe if 
all the facts were known a change in 
policy would be granted. 


HERE is no question about the 

competition to the electric utility 
from other services such as isolated 
plants. Sales officials generally know 
what to do about this and they are per- 
sistent as bulldogs. But, let us apply 
the same reasoning to the competition 
that arises from inertia—business lost 
because the sales department just did 
not go after it. 

In competition, one cannot overlook 
any business. If he does his competi- 
tion will get it. This is one of the great- 
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est sources of utility business—the un- 
cultivated loads—the loads nobody 
seems to go after—the loads that are 
barred because of sales inertia. 

To accomplish these tasks, there are 
modern methods which form a new 
concept of selling; namely, marketing. 

What are the loads the utility is los- 
ing by inertia? What is the right price? 
How big is the market for any one 
load, etc. ? Modern practice is to get the 
facts through scientific market re- 
search. No smart producer would think 
of starting a new campaign, of bring- 
ing out a brand new device, or of en- 
tering a new market without first find- 
ing out what he would encounter. This 
research and marketing testing might 
slow him up a bit at the start. But, in 
the long run, he would be further ahead 
because he would know what he was 
doing and why. He would be less likely 
to make a costly mistake. 


5 reer marketing requires the 
right personnel—men who have 
been carefully selected and trained. 
Such men, of course, cannot be paid 
on the how-little-can-I-get-salesmen- 
for basis that has characterized so many 
programs. It must take the opposite 
approach of how-much-can-I-afford- 
to-pay. The results will be better and 
the customer relations will not suffer 
as much, 

It is not enough to select and train. 
These people must have intelligent di- 
rection and a program of retraining at 
regular intervals, Too many promising 
fellows have fallen by the wayside be- 
cause direction was poor or no attempt 
was made to keep them up to date. 

Finally, the approach to this market 
must include a new concept of sales 
cost. There is no room in tomorrow's 
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budget for waste. Efficiency is neces- 
sary. At the same time, there is no 
room for economy where economy is at 
the expense of production. 

In setting up a budget, the or- 
ganization psychology should be 
based .on how-much-can-I-afford-to- 
spend-to-get-this-business. It is always 
going to be possible to show a low dol- 
lar per year cost for getting some new 
load. But that should not be the crite- 
rion by which effectiveness is measured. 
If that low dollar cost was at the ex- 
pense of a much larger volume that 
could have been secured with a more 


liberal expenditure, then there is always 
the question as to which was the bet- 
ter way in terms of the company’s 
needs. 

For instance, this new capacity that 
is ahead of us has a certain investment 
overhead charge. How much can you 
afford to spend to get business to mini- 
mize this loss? Would the savings of a 
few dollars in sales cost be warranted 
when, at a greater cost, load could be 
had faster? 

Utilities are going to need much 
more realistic sales budgets than they 
have had in the past. 





cc HE New York City Omnibus Corporation, which, like 

other bus companies in New York, has been wondering 
how long it can continue operating on the 5-cent fare, has had 
a study made of transit fares in the United States in cities of 
100,000 population and over. This survey, by Simpson & 
Curtin, transportation engineers, brings to light some interest- 
ing facts. Every city in the United States except New York 
(these generalizations all relate to cities of 100,000 or more) 
has had a fare increase since the First World War. New York 
city has the only municipally operated transit system charging 
less than 10 cents, and it is the only city running its own transit 
that has not raised fares in the last two years. Our 5-cent fare 
was established in the horse-car days of 1853. Reading, Penn- 
sylvania, comes closest to us in this dubious claim on history, 
with a fare of 7 cents that hasn’t changed since 1918. 

“Of the 91 cities, 70 per cent, or 64 of 91, charge 10 cents 
for a single cash ride. Many sell tokens for a reduced rate, 
however, or have weekly passes. Two cities charge more than 
10 cents, with Chicago making the top charge on rapid transit 
lines. Fares have risen in the last two years in 41 of the 91 
cities, and some cities have had two fare rises in that time. Ex- 
cept for New York, the only city in the country of 500,000 or 
more population that has a charge of less than 10 cents is New 
Orleans, where the straight cash fare is 7 cents. 

“These figures, of course, provide further evidence of New 
York city’s folly in keeping the horse-car nickel fare when it 
had long since outlived its ability to pay for the ride on city- 
operated transit. Neither can we expect the private bus lines, 
paying taxes, franchise charges, and méeting an increasingly 
heavy burden of labor and equipment costs, to remain going 
concerns under the 5-cent fare.” 

‘ —Epiror1AL STATEMENT, 

The New York Times. 
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Sinking-fund 


Provision for 


Utility Preferred Issues 


The recent offering of the Appalachian Electric Power Com- 
pany of a preferred stock issue carrying the security of the 
sinking-fund provision has aroused widespread interest in 
financial and utility circles. The possibility that stockholder 
apathy might be dissolved through the initiation of sinking- 
fund provisions in utility preferred issues is suggested. 


By JOHN P. CALLAHAN* 


unparalleled in the 60-year his- 

tory of the industry, utility com- 
panies are beginning to realize that the 
bulk of the $5,000,000,000 needed dur- 
ing the next five years for unprecedent- 
ed expansion will not be obtained by 
efforts to float 4 and 3 per cent pre- 
ferred stock issues. The rather dismal 
record of such unsuccessful attempts 
during the past several months clearly 
indicates that the potential investor 
must be offered a more attractive 
security. 

In a discussion of this problem late 
last year, several seasoned observers 
in the investment houses of Wall 
Street and managers of life insurance 
company portfolios advanced ideas 
that seem certain of advantageous 


| porns with a financing problem 


*For personal note, see “Pages with the 
Editors.” 
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adoption by future utility issuers of 
new money securities. 

The most widely discussed item was 
the inclusion of a sinking-fund provi- 
sion in the proposed preferred stock 
offering, 75,000 shares, of the Ap-) 
palachian Electric Power Company. 
The stock will carry an annual sink- 
ing-fund provision of 2 per cent. 

The second suggestion that was 
popular in discussion of the utility 
financing problem was the advantage 
that long-term bond issues have over 
utility preferred stocks. Speaking for 
the life insurance companies, managers 
of utility investments there said that 
the unincorporated institutional in- 
vestors, as exemplified by their com- 
panies, do not have the tax advantage 
available to the corporate investor, 
such as the fire insurance company. 
The latter enjoys an 85 per cent tax 
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credit on purchase of preferred, pay- 
ing only 40 per cent tax on the remain- 
ing 15 per cent of the stock purchased. 
The life insurance company, however, 
does not have that tax advantage. Fur- 
ther, it also has to carry preferred 
stocks on its books at the cur- 
rent market value, while bonds are 
amortized. 

Pointing up this disadvantage, in- 
surance company men cited, as an ex- 
ample, the 34 per cent preferred stock 
of the Public Service Company of 
Indiana, which came to market at par 


in April, 1946, now is bid about 80. 


Similarly, the Central Maine Power 
Company 34 per cent preferred stock, 
priced at 1014 when it was floated in 
May, 1946, with a yield of 3.45, now 
is bid 80 to 814. 

A third point of discussion was the 
alternative of a bank loan, even though 
it might cost a fraction of a point more 
than the interest rate on current pre- 
ferred stock offerings. Earnings of 
most utility companies are high, thus 
making it possible to consummate 
short-term borrowings from banks, in 
lieu of poorly received senior stock is- 
sues that “would drag the financial re- 
sources of a company indefinitely,” ob- 
servers remarked. 


J, Score indication of the dearth of 
activity among preferred stock 
purchasers is the fact that no utility 
stock issue was sold directly to the 
public in the local market during No- 


vember, 1947. This was the first 
month since October, 1946, in which 
no utility stock issue was sold directly 
to the public in the New York market. 
And many of the issues that have been 
marketed were involved in exchange 
offers. 


An awareness of the problem that 
confronts utility issuers of preferred 
stocks was discussed last July by Rich- 
ard B. McEntire, a member of the Se- 
curities and Exchange Commission, 
before the National Association of 
Railroad and Utilities Commissioners 
that met in Boston. 

At that time Mr. McEntire said it 
was “quite possible that many a utility 
company which now considers pre- 
ferred stock issues as an important 
source of financing its construction 
program will be required to reappraise 
its availability as compared with other 
media of financing. A number of in- 
dustrial preferreds which have been 
sold recently have had sinking funds 
and it is not at all improbable that pres- 
sure from institutional investors will 
require utility preferreds to contain 
this provision.” 

Concerning the possible “pressure 
from institutional investors,” it is 
highly probable that much considera- 
tion will be given to the “weight” of 
life insurance companies by utility 
companies in the light of the fact that 
utility stock issues are substantially 
represented in their portfolios. 


HE legal reserve life insurance 
companies, which represent more y 
than four-fifths of the total assets of 
all insurance companies, show the dis- 
tribution of holdings as of December 
31, 1946. See table, page 78. 
Looking at the situation from a 
somewhat different approach, it would 
appear that all institutions (including 
life insurance companies as well as 
banks, trusts, foundations, etc.) now 
own about 85 to 90 per cent of all util- 
ity funds but less than one-quarter of 
preferred stock and less than one- 
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Mortgages 

Government bonds 
Railroad securities 

Public utility securities ... 
Other securities 


Billions of 
Percentages 
14 
49. 
6 
¥ 13 
9 
9 


100 





tenth of the common stock of the vari- 


ous utility companies.” 

Of the legal reserve life insurance 
companies in the country, 49, or 12.7 
per cent of them, represent 90 per cent 
of the total assets of all life insurance 
companies. At the end of 1946, they 
had $48,000,000,000 of assets, of 
which 46 per cent was invested in gov- 
ernment securities, and 13.7 per cent 
was invested in utility securities. In- 
vestments in industrial, rail, and other 
types of securities ran well below the 
amount represented by utilities. 

Emphasizing the magnitude of life 
insurance companies’ investments in 
the utility industry, all such companies, 
with total admitted assets of $51,500,- 
000,000 at the end of 1947, had an 


1 Authority for this estimate is the recent 
thorough study along this line entitled “Insti- 
tutional Holdings of Utility Securities,” by 
Owen Ely, published in Pustic Utiiries 
FortNicBTLy, Vol. XL, No. 9, page 556, Oc- 
tober 23, 1947. 
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investment of $7,375,000,000 in pub- 
lic utility bonds and stocks. The next 
larger investment was U. S. govern- 
ment securities, at $20,225,000,000. 
Railroad security holdings of the life 
insurance companies on December 31, 
1947, were $3,050,000,000; and “oth- 
ers,” including building and loan, bank, 
industrial, and World Bank securities, 
totaled $5,675,000,000. 

At the time of compilation of the 
group’s investments, the Life Insur- 
ance Association of America, source of 
the figures, had no breakdown available 
as to the type of stock issues held by 
the life insurance companies. How- 
ever, of the $7,375,000,000 invested in 
utility bonds and stocks, $1,550,000,- 
000 represented the latter. 

Legal requirements in some states, 
including New York, limit insurance 
company investments in stocks to pre- 
ferred issues. Further, the invest- 
ment in the senior stock issues of any 
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company—industrial, utility, or other 
—is limited to 2 per cent of the life 
insurance company’s admitted assets in 
any one company, and they cannot buy 
more than 10 per cent of the preferred 
stock of any one company. 

At the end of 1945, the group of 49 
life insurance companies had assets of 
$44,797,000,000. The difference be- 
tween the total assets, $3,203,000,000, 
represents the amount available for in- 
vestment. 

In addition, savings banks invest 
about $1,000,000,000 in securities, 
scond largest of which, after govern- 


HE greater use of sinking-fund 

provisions in utility bonds and the 
extension of such provisions to utility 
preferred stocks would, of course, be 
likely to stimulate more interest by in- 
stitutional investors in all types of util- 
ity securities. Even common stocks, 
where legal restrictions do not inter- 
fere, would become more attractive to 
this investment class. This would be 
the obvious result of the amortization 
of senior debt and the automatic dis- 
placement of preferred securities 
through sinking-fund retirements— 
thereby enhancing the equity of the 


ments, also is utilities. common shares. 





a4 HE New Jersey Power & Light Company recently an- 

nounced a cut in bills to its customers. The company 

stated that this was the result of a continued increase in the 

sale of power, and that it is now possible to give the average 

oo user two-thirds more electricity for the same cost as 
in ; 

“Commenting on this, the Democrat, of Flemington, New 
Jersey, said: ‘There is a lesson in this announcement that too 
large an element among our people has failed to learn. Prevalent 
in recent years has become the notion that the way to get 
the most profit is to produce less and less and charge more and 
more. ... 

“*The fact that the power company can make more money 
for itself by gwing more electricity for less money is in line with 
the best practices of enlightened ae eer If the idea could 
be generally subscribed to by all producers, whether they be em- 
ployees or employers, and by all who are classed as “middle- 
men,” the current price spiral could be checked perceptibly and 
no business depression would threaten. 

“The general principle described by the DEMOCRAT is com- 
pletely sound, and represents a goal that all should seek. The 
principle of less work and less service for more money will, 
tf it becomes entrenched, lead us to depression and economic 
chaos. The action of the New Jersey Company is in line with 
the general practice of the electric industry for many years past. 
This industry has been a leader in the philosophy of ‘more and 
more service for less and less money,’ as a business builder. 
However, it cannot buck the rising cost trend indefinitely—it 
will ultimately be reflected in its rates.” 

—Excerrpt from Industrial 
News Review. 
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Outlook for New State Utility 
Laws in 1948 


Although the number of state legislatures convening this month is much 

smaller than during the “big biennial” which occurs with every odd- 

numbered year (when 44 state legislatures convene in regular session), 

there is still a substantial and important agenda of new state legisla- 

tive proposals shaping up for 1948 which are of special interest to public 

utility industries. Here is an effort to select and analyze proposals in 
particular states which fall into this category. 


By BETHUNE JONES* 


, ‘HERE will be many legislative 
and regulatory developments in 
state capitals during 1948 of di- 
rect and indirect concern to public util- 
ities, a survey indicates. 

Regular state legislative sessions are 
scheduled in California, Kentucky, 
Louisiana, Massachusetts, Mississippi, 
New Jersey, New York, Rhode Island, 
South Carolina, and Virginia, starting 
in January in all instances, except 
Louisiana which convenes in May. A 
recessed session of the 1947 Missouri 
legislature also reconvenes in January. 

Although this may appear to indi- 
cate an “off year,” compared with the 
heavy biennial sessions in the odd-num- 
bered years, special sessions are ex- 
pected to be called in many other states, 
and in virtually all states interim com- 


*Professional writer, specializing in legisla- 
tive reporting and analysis, residing in Red 
Bank, New Jersey. 
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mittees and special study groups will be 
at work on major issues. Also, many 
controversial proposals already are 
slated for submission to the voters at 
next fall’s election, with more certain 
to be added. Significant rulings also 
may be expected from state courts and 
administrative agencies. 

Utility rate regulation will be one of 
the major issues during the 1948 ses- 
sion of the Rhode Island legislature 
and may be raised in other states as 
public and political interest grows in 
proposals for higher rates, which dur- 
ing the past year were confined largely 
to telephone companies but are now 
spreading to include gas, transporta- 
tion, and other utilities. Despite the 
economic justification for such rate in- 
crements, there have been indications 
that political opposition claiming to de- 
fend the people against “the utility in- 
terests” may be expected to grow along 
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with the trend toward higher rates. 

A special session of the Rhode Is- 
land legislature recently enacted a com- 
promise measure under which rate in- 
creases sought by the New England 
Telephone & Telegraph Company will 
become effective April 2, 1948, unless 
the state public utility administrator 
meanwhile approves the company’s 
schedule or decrees lower rates. The 
special session was called to delay ap- 
plication of the new rates, which other- 
wise would have automatically gone 
into effect December 3, 1947. The en- 
tire issue of utility regulation in Rhode 
Island is expected to be debated dur- 
ing the 1948 state legislative session. 


HAT municipal as well as state 

public officials may inject them- 
selves increasingly into the public util- 
ity rate situation was indicated when 
Mayor Edwards of Richmond, Vir- 
ginia, told the recent annual convention 
of the American Municipal Association 
that protection of consumers’ interests 
in the fixing of utility rates is a respon- 
sibility of local government. “Unques- 
tionably,” he asserted, “a great oppor- 
tunity exists for all of us to ease the 
burden on the consumer when utility 
rates are under review...” 

Significant rate regulatory develop- 
ments may come through administra- 
tive as well as legislative action. At- 
tracting widespread interest is the new 
rate-making policy of the Wisconsin 
Public Service Commission, which is 
now being tested in the courts of that 
state. Abandoning a formula involving 
a rate base and a rate of return as the 
only criterion, the Wisconsin commis- 
sion outlined three considerations 
which it deems essential basis for mak- 
ing rates, as follows: (1) an estimate 


of the reasonable future cost incurred 
in the furnishing of such service as the 
public may be expected to demand from 
the utility involved; (2) the value of 
any class of that utility’s service, where 
that value constitutes the limitation 
upon and practical equivalent of the 
rates charged therefor; and (3) a rea- 
sonable profit which it is proper for the 
utility to enjoy under all relevant facts 
and circumstances. The outcome of 
court appeals in this case may well 
prove a stimulus for legislative action 
to curb or promote such regulation 
therein, not only im Wisconsin but 
other states as well. 


| Sosemmar shea for increased levies 
against public utility firms to pay 
the costs of state regulatory agencies 
was enacted in at least three states dur- 
ing the past year in a trend which may 
increase along with consideration of 
rate increase proposals. Arizona’s 1947 
legislature enacted over Governor Os- 
born’s veto a bill directing the state 
tax commission to make an annual 
assessment against electric, gas, and 
water utilities to provide funds for 
regulating such corporations. It pro- 
vided for an assessment of one-tenth 
of one per cent of the gross revenues of 
utilities, A bill setting up fees and 
charges for collection by the New Jer- 
sey Board of Public Utility Commis- 
sioners from utility companies for vari- 
ous services and applications was en- 
acted in that state, while an Ohio meas- 
ure increased assessments against util- 
ities to pay for the operation of the 
Ohio Public Utilities Commission. 
Proposed but rejected in Vermont was 
a bill which would have empowered the 
Vermont Public Service Commission 
to charge utility companies up to 2 per 
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cent of their gross operating revenues 
for investigations of their existing 
rates. A more drastic similar proposal 
was unsuccessfully advanced in New 
Hampshire. 

Regulation of rural electric codpera- 
tives was raised as an issue in several 
states during the past year and may 
again come up during 1948 in some in- 
stances, A bill enacted by the 1947 
South Dakota legislature permits REA 
cooperatives to operate in towns of less 
than 1,500 population with the ap- 
proval of local governing bodies, and 
also allows codperative lines to pass 
through cities over 1,500 population 
and obtain power in the towns. New 
Mexico’s legislature enacted a measure 
requiring rural electric codperatives to 
get authority from the state corpora- 
tion commission before entering a city 
which already has a privately owned 
plant. A bill to place electric codpera- 
tives under state public service commis- 
sion regulation was rejected by the 
Arkansas legislature, although such 
regulation is already effective in a num- 
ber of states and proposed in others. 


ee the controversy over tax- 
ation of codperatives will con- 
tinue in the states as well as at Wash- 
ington, little action on this subject ap- 
pears probable in state capitals during 
1948 when, with important elections 
coming up, there will be much senti- 
ment to avoid highly controversial is- 


e 


sues where possible. Unsuccessful ef- 
forts for elimination of tax exemption 
privileges enjoyed by cooperatives in 
competition with private business were 
made during the past year in several 
states, including Kansas, Maryland, 
North Carolina, and Wisconsin. Ohio’s 
legislature, however, enacted a bill re- 
quiring farm cooperatives and other 
nonprofit organizations to pay the same 
franchise taxes as profit corporations. 

Public ownership of utilities is not a 
live issue in most of the states with 
regular 1948 legislative sessions, with 
the result that there is unlikely to be 
any widespread controversy in state 
capitals on this score at least until 1949. 
Measures relating to public power may 
be raised in some states through the 
initiative process, however. 

Measures to regulate the production 
of natural gas and bills relating to its 
introduction in areas where it is not yet 
available may be raised in some states 
during 1948. During the past year, the 
Indiana legislature authorized the state 
department of conservation to enforce 
conservation practices in the recovery 
of gas and oil from Indiana wells, and 
also authorized the department to be- 
come a member of the Interstate Oil 
and Gas Compact Commission. Ten- 
nessee ratified the Interstate Oil and 
Gas Compact. On the grounds that it 
would retard development of the Hugo- 
ton gas field, Governor Carlson vetoed 
a bill which would have empowered the 


will continue in the states as well as at Washington, little 


G “ALTHOUGH the controversy over taxation of codperatives 


action on this subject appears probable in state capitals dur- 
ing 1948 when, with important elections coming up, there 
will be much sentiment to avoid highly controversial issues 


where possible.” 
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Kansas State Corporation Commission 
to fix the price of natural gas at the 
wellhead. 


NSS gas conservation prob- 
ably will be an issue again in 
Louisiana, where a special state legisla- 
tive session last spring approved a reso- 
lution repealing the state’s 1942 policy 
declaration restricting increase of nat- 
ural gas exports and abolishing the state 
office of natural gas conservation. It 
was decided not to seek enactment of 
a natural gas conservation law during 
the 1947 session of the New Mexico 
legislature, but an advisory board of 
gas producers and distributors agreed 
to prepare such a measure for legisla- 
tive consideration in 1949, 

As a key part of a program to bring 
natural gas into the state, Wisconsin’s 
1947 legislature enacted a bill repeal- 
ing a state tax of 7 cents per thousand 
cubic feet on natural gas. Bills propos- 
ing natural gas taxes were killed in sev- 
eral other states. 

Indications point to a virtually cer- 
tain boost in the level of state taxes as 
a whole in the years immediately ahead, 
although the trend will be slowed dur- 
ing 1948 because fewer law mills will 
meet and due to an effort to keep things 
quiet in the important election year. As 
an example of what may be expected 
in the future, state taxes of vari- 
ous types were increased during the 
past year by at least 26 states and pro- 
posals for new or higher levies flooded 
virtually all of the 47 legislatures which 
convened in regular or special session. 


A increase from 3 to 5 per cent in 
the Virginia state tax on receipts 
in excess of $500,000 of power com- 
panies will be proposed during that 
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state’s 1948 legislative session, and 
new or higher levies against utilities 
may be sought in other states. During 
1947, Vermont revised its system of 
taxing telephone companies to obtain 
additional revenue; New York- state 
made permanent a gross utilities tax 
previously levied on a so-called “emer- 
gency” basis, while Rhode Island made 
permanent a 24 per cent tax on the 
gross earnings of electric power corpo- 
rations and increased from 6 to 7 per 
cent of gross earnings a state tax on 
public service cable or telephone com- 
panies, 

Besides facing the threat of in- 
creased special taxes, utilities also will 
be affected by general tax boosts result- 
ing from such pressures in state cap- 
itals as demands for public works, ex- 
panded public payrolls, more state aid 
for education, housing subsidies, bonus 
and other aids for veterans, liberalized 
social welfare programs, increased fi- 
nancial assistance to municipalities, 
and other purposes, as well as inflated 
costs. 

Enactment of sales taxes during the 
past year in Connecticut, Maryland, 
Rhode Island, and Tennessee brought 
to 27 the number of states with such 
levies. A special session of the Mary- 
land legislature recently raised the ex- 
emption level of its new sales and use 
tax from 9 to 14 cents, with modifica- 
tion proposals due to be acted upon by 
1948 legislatures in Connecticut and 
Rhode Island, and possibly in Tennes- 
see in 1949. In none of these states is 
outright repeal in prospect, however. 


Ss opposition as has developed in 
the new sales tax states, stemming 
largely from the fact that the yields 
of the new levies are running far in 
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Public Ownership of Utilities 


si grea ownership of utilities is not a live issue in most of the 
states with regular 1948 legislative sessions, with the result that 
there is unlikely to be any widespread controversy in state capitals 
on this score at least until 1949. Measures relating to public power may 
be raised in some states through the initiative process, however.” 





excess of original expectations, does 
not indicate a reversal of the current 
trend in the states toward this form 
of taxation. Despite the controversy 
which customarily follows sales tax 
adoption, and the fact that Oregon 
voters overwhelmingly rejected a sales 
tax proposal at a special election in Oc- 
tober, there are many factors pointing 
to the probability that the list of sales 
tax states will be expanded. Several 
states are now confronted with the 
prospect of future adoption of either 
a general sales tax or a combination of 
selected sales levies and other revenue- 
raising measures. Higher rates in some 
existing sales taxes also may follow 
pressure for more state revenues, and 
tightened sales tax administration to 
curb evasion is probable. 

Increased gasoline taxes were en- 
acted during 1947 in eight states— 
California, Colorado, Connecticut, 
Maine, Maryland, Nevada, Rhode Is- 
land, and Vermont; passed but vetoed 


JAN. 15, 1948 St 


in Michigan, and unsuccessfully pro- 
posed in at least 25 other states. Other 
types of highway-user taxes also were 
upped in a number of states during the 
past year, with increased taxes to fi- 
nance expanded highway construction 
currently under consideration in sev- 
eral states. Higher gasoline and other 
automotive taxes have been proposed 
for general purposes in some states. 


|S pene general sales and selected ex- 
cise levies on such products as 
gasoline, alcoholic beverages, ciga- 
rettes, and soft drinks, new tax pro- 
posals in many states will include in- 
come taxes. Increased levies against 
personal or corporate income, in some 
instances both, were adopted during the 
past year by Arkansas, Colorado, Con- 
necticut, Iowa, Massachusetts, Mary- 
land, Pennsylvania, Rhode Island, and 

ermont. Oklahoma was the only state 

reduce its income tax, although cuts 
previously effective were continued in 
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California and New York. The New 
York income tax will go up in 1948, 
however, to support a new soldier 
bonus program. Oregon income taxes 
also will be upped, as a result of sales 
tax rejection, 


gil for enactment of state 
community property laws, which 
have attracted widespread interest 
among businessmen as well as indi- 
vidual taxpayers, continue to be ad- 
vanced in various states. Indications 
are, however, that further action by 
state legislatures in this direction will 
be deferred at least until it becomes 
apparent whether Congress will extend 
to all states the Federal income tax ad- 
vantages now enjoyed by residents of 
the community property states. 
Considering a married couple a fi- 
nancial partnership with split owner- 


ship of income and other property, the 
community property system was orig- 
inally in effect in eight states deriving 
their property laws from Spanish or 
French civil law. These states are Cali- 


fornia, Nevada, Texas, Louisiana, 
New Mexico, Arizona, Idaho, and 
Washington. Other states derived their 
property laws from English common 
law, under which the “head of the 
house” owns family property, with 
other members “dependents.” 

Little concern was aroused by this 
variance until Federal income tax rates 
jumped sharply. With married taxpay- 
ers of noncommunity property states 
now paying from 3.33 per cent more on 
gross incomes of $4,000 to 40.59 per 
cent more on gross incomes of $25,000 
than taxpayers in community property 
states, where husbands and wives can 
halve their incomes for Federal tax 
purposes and thus obtain lower rates, 


the situation is arousing increasing at- 
tention and has become a factor in com- 
petition between the states for new in- 
dustries. 


€ poy amended its Constitu- 
tion in 1945 to declare itself a 
community property state in order to 
obtain the Federal tax advantages. 
Pennsylvania, Michigan, Oregon, and 
Nebraska enacted community property 
legislation in 1947, with such proposals 
being raised in a number of other states 
despite warnings that such measures 
would disrupt traditional legal concepts 
of property rights, domestic relations, 
and inheritances. 

Ruling that the measure violated the 
state Constitution, Pennsylvania’s su- 
preme court recently declared that 
state’s community property law “vague, 
contradictory, and wholly invalid.” Be- 
sides holding that the state legislature 
could not constitutionally take the pri- 
vate property of one person and trans- 
fer it to another, the court cited the 
“welter of confusion and hybrid juris- 
prudence” which would result from at- 
tempting to inject excerpts from the 
Spanish code into the mass of Penn- 
sylvania common law. Aside from 
these considerations, the court found 
the act to be “so incomplete, conflicting, 
and inconsistent in its provisions” as to 
be altogether “inoperative and incapa- 
ble of execution.” 

Result of the Pennsylvania law’s in- 
validation, and reported confusion 
caused by such measures in the other 
new community property states, was 
expected to be increased pressure for 
congressional legislation to put Federal 
income taxpayers on the same footing 
in all states. If Federal action is not 
taken, however, there will be a revival 
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of interest in the possibilities of further 


state action. 
is the field of labor legislation, the 
actions of unions themselves will 
probably determine whether or not 
there will be any extension in 1948 of 
the trend of the past year during which 
bills restricting unions were widely en- 
acted and measures intended to prevent 
strikes in public utilities were enacted 
in 11 states—Florida, Indiana, Massa- 
chusetts, Michigan, Missouri, Ne- 
braska, New Jersey, Pennsylvania, 
Texas, Virginia, and Wisconsin. 

Unless labor unrest provokes fur- 
ther legislation, less attention will be 
accorded restrictive labor bills during 
the important election year. If public 
opinion is aroused by a wave of strikes, 
however, a new batch of restrictive 
state laws may be anticipated. 

Steps to provide new and strength- 
ened conciliation and mediation ma- 
chinery may be expected in the states 
as a result of the expanded rdle contem- 
plated for them in this respect by the 
Taft-Hartley Act, Only a compara- 
tively few states now have such ma- 
chinery functioning effectively despite 
the fact that some 37 states now au- 
thorize a state official or agency to en- 
gage in labor conciliation or mediation 
activities. 


Bills providing for lower unemploy- 
ment compensation tax contributions 
by employers were enacted during the 
past year by at least 15 states. This 
trend, accompanied by liberalization of 
benefits, is expected to continue further 
if employment continues at a high level. 
Lax administration and broadening of 
benefits may force tax increases in some 


states, however. 
| goers for the establishment of 
so-called state “cash sickness” in- 
surance programs, designed to com- 
pensate workers for loss of wages while 
absent from employment through non- 
occupational illness or disability, will be 
increasingly pressed. Such programs 
are now effective only in California and 
Rhode Island. There are no current in- 
dications, however, that proposals for 
comprehensive compulsory health in- 
surance programs providing prepaid 
medical care, supported either wholly 
or partially by employer contributions, 
will get far in the states very soon. 
In a trend progressing steadily in 
recent years and expected to continue, 
at least 25 states in 1947 liberalized 
workmen’s compensation laws in vari- 
ous respects, such as increased benefit 
payments, enactment of new occupa- 
tional disease laws, and establishment 
of second injury funds. 


e 


“Much of the aviation legislation enacted by the states dur- 
ing 1947 related to airport development, including measures 
enabling municipal airports to participate in the Federal-aid 
airport program; requiring the channeling of Federal airport 
funds through state aviation agencies ; and in some instances 
providing state financial aid for airport construction. Much 


of this legislation was based 


on model bills developed by the 


National Association of State Aviation Officials and the 
Council of State Governments.” 
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Bills proposing state wage-hour laws 
modeled after the Federal Fair Labor 
Standards Act will continue to make 
their perennial appearance in state leg- 
islatures, but there is no current indi- 
cation of the probable enactment of any 
such measure. No state has yet enacted 
a replica of the Federal wage-hour law. 
However, at least four—Connecticut, 
Massachusetts, New York, and Rhode 
Island—now directly or indirectly ex- 
tend minimum wage order coverage to 
men as well as women and minors. 
Minimum wage levels under such or- 
ders are being revised upward by a 
number of states, 


LsO continuing to be issues in state 
legislatures will be bills designed 

to prohibit racial and religious discrim- 
ination in employment. Although re- 
jected during 1947 by at least 15 other 


states, such a measure was enacted by 
Connecticut, bringing to 4 the num- 
ber of states which now have such 
laws with effective provisions for en- 
forcement. Similar measures were en- 
acted by New York and New Jersey 
in 1945, and in Massachusetts in 1946. 
Indiana and Wisconsin have antidis- 
crimination statutes without stringent 
penalty provisions. 

Regulation of intrastate aviation will 
be a subject of continuing state legis- 
lative interest. During the past year 
new aeronautics regulatory agencies 
were established in California, Idaho, 
Kansas, Oregon, and Washington, 


while existing agencies were expanded 
or revised in Georgia, Indiana, and 
West Virginia. In North Dakota the 
aeronautics commission was divorced 
from the state public service commis- 
sion and is now a separate agency. Al- 
though intrastate commercial aviation 
operations are under the supervision of 
state public service commissions in a 
number of states, proposals for such 
control measures in additional states 
were not reported as enacted during the 
past year. 


M2 of the aviation legislation 
enacted by the states during 1947 
related to airport development, includ- 
ing measures enabling municipal air- 
ports to participate in the Federal-aid 
airport program; requiring the chan- 
neling of Federal airport funds through 
state aviation agencies; and in some 
instances providing state financial aid 
for airport construction. Much of this 
legislation was based on model bills de- 
veloped by the National Association of 
State Aviation Officials and the Council 
of State Governments. 

Attempts to further curb state line 
trade barriers blocking the maximum 
development of highway transportation 
will be continued in 1948 state legisla- 
tive sessions. During the past year 
liberalized motor vehicle size and 
weight regulations were enacted by at 
least 18 states, while motor vehicle tax 
reciprocity laws were also widely en- 
acted or extended. 





“Tue Bell system has added 600,000 tel 


mes in rural America since 


the war ended, American Telephone and Telegraph Company announced 
recently. This means that the Bell companies had over 40 per cent more 


subscri 


rs in rural areas than on VJ-Day. A third-quarter gain of 


89,000 telephones in rural areas brought the increase for the first nine 


months of 1947 to 210,000.” 


—EprroriaL STATEMENT, 
New York Herald Tribune. 
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How Is the Lobby Law Working? 


An analysis of a year’s experience of the new Federal 

law requiring legislative agents to register. Some of 

the facts and information which have turned up raise 

some interesting questions as to the long-range effec- 
tiveness of this reform. 


By LARSTON D. FARRAR* 


I is only natural that the LaFollette- 


Monroney Act, requiring the reg- 

istration of legislative agents and 
other representatives of special inter- 
ests, should be of more than passing 
concern to public utility industries. The 
reason is because the public utility in- 
dustries have been mentioned so often 
and perhaps unfairly in connection 
with alleged abuses or excesses in the 
way of lobbying. Criticism along this 
line was particularly violent through 
the late ’20’s and was kept alive by the 
elaborate and systematic reports and 
releases of the Federal Trade Commis- 
sion on its 8-year investigation of the 
electric light and power industries. 

It was doubtless in reaction to such 
criticism that the power industry re- 
formed its own national association. It 
is well known that for a number of 
years, and until quite recently, neither 
the gas nor electric utilities had any 


*For personal note, see “Pages with the 
Editors.” 
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Washington representatives of their 
industries, as such, who could reason- 
ably be called lobbyists. On the other 
hand, for some years, antiutility lob- 
bies or lobbies with strong antiutility 
proclivities have seemed to flourish 
like bay trees. 

Also in recent years the communi- 
cation industries, principally radio 
broadcasting, have reacted to the 
vague rumbling in Washington about 
lobbying. One former member of the 
FCC said he could not walk outside 
of his office without danger of falling 
over a half-dozen radio “lobbyists.” 
During early consideration by the 80th 
Congress of the so-called Rizley Bill 
(to restrict FPC jurisdiction over 
some aspects of natural gas operations) 
charges and countercharges of lobby- 
ing were bandied about freely. Even 
the FPC was called upon to make some 
explanation of certain activities ap- 
parently designed to lessen the chances 
of the Rizley Bill becoming law. 





HOW IS THE LOBBY LAW WORKING? 


T= LaFollette-Monroney Act, of 
course, was designed to cover all 
lobbying activities, by any special 
group, whether industrial, or profes- 
sional, or labor unionists, or even re- 
ligious and reform organizations. 

It has been in effect one year this 
month. How is it working out? Has it 
lessened the amount of lobbying? Has 
it brought all of the lobbyists to book 
as registered agents? Has it brought 
to light facts in connection with lobby- 
ing expenditures which should be 
brought to light? Does it need plug- 
ging up or more teeth put into its statu- 
tory provisions—in the light of the 
past year’s experience? Or are there 
indications that the whole thing is un- 
workable and might just as well be 
scuttled ? 

The conscientious Washington re- 


porter can get about as many answers 
as the number of questions he asks, if 
he attempts to canvass Washington of- 
fices along these lines. The few facts 


speak for themselves. Considering 
these, perhaps, the reader can draw 
his own conclusions as to whether the 
new lobby law is all right, or all wrong, 
or may be subject to correction. 

First of all, the philosophy of the 
act must be kept in mind. The law 
does not say that lobbying of itself is 
bad or even undesirable. It does not 
attach any penalty or opprobrium to 
lobbies, per se. On the contrary, it clear- 
ly infers that lobbying is a perfectly 
legitimate operation, provided lobby- 
ists comply with the rules. Since these 
tules consist chiefly of registration and 
disclosure of records, it could hardly be 
said that such regulation is especially 
onerous. To the political innocent, 
who may have been exposed to dema- 


gogic raging about the “evils of lobby- 
ing,” this underlying philosophy of 
the LaFollette-Monroney Act would 
seem to betoken a fairly liberal and 
practical attitude. Actually, the fram- 
ers of the law had no other course. The 
new law had to be both liberal and prac- 
tical, in dealing with lobbying, or it 
would have run afoul of constitutional 
attacks. There are even those who still 
say that the law is suspect, on grounds 
of constitutionality, in its present form. 


AS an institution, lobbying is as old 
as the history of government 
itself. With all due respect it may be 
fairly said that Moses was a lobbyist 
for the interest of his people in the 
court of Pharaoh, prior to the Exodus. 
Alexander Hamilton and Aaron Burr 
threw around charges of “improper” 
influence, when the new republic of 
the United States was still in its 
swaddling clothes. But as both gov- 
ernment and the nation’s economic sys- 
tem became more complex with the 
succeeding years, the nature of lobby- 
ing changed. 

The early form of direct lobbying, 
the use of personal contact or friend- 
ship to influence legislation, is still 
with us, to some extent. So also is the 
so-called “social lobby”—described in 
novels and articles about alleged Wash- 
ington political intrigue. This is 
merely the use of pressure based on 
social prestige and brought to bear on 
a new Congressman (or members of 
his family) to bring about his acquies- 
cence or support of some particular 
line of legislation. 

But, by and large, the great amount 
of lobbying done in Washington to- 
day is of the impersonal type. Much 
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of it is quite constructive in throwing 
the light of capable, informative, and 
admittedly special pleading on tech- 
nical bills. Much of it was open 
enough, before the LaFollette- 
Monroney Act was ever suggested. 
For years, every Congressman knew 
who represented the farmers’ lobby, 
the railroads, the labor unions, the 
anti-Saloon League, and so forth. 
Very often these Congressmen were 
glad to call on these parties for valuable 
information on various difficult meas- 
ures pending in Congress. 

In a broad sense, lobbying includes 
any influence, proper or improper, or 
attempts to wield such influence, with 
respect to the operation of govern- 
ment. The LaFollette-Monroney Act 
confines its duty to a somewhat nar- 
rower field of lobbying—attempts to 
influence legislation in Congress. The 
law does not cover a considerable 
amount of “special Washington rep- 
resentation” which has to deal with 
the administrative—as distinguished 
from the legislative—branch of the 
Federal government. 


HE problem of the framers of the 
LaFollette-Monroney Act was to 
regulate legislative lobbying in such 
a way as to avoid conflicting with the 
constitutional guaranty contained in 


the Bill of Rights. This reads as fol- 
lows: “Congress shall make no law 
... abridging . . . the right of the peo- 
ple peaceably to assemble, and to peti- 
tion the government for a redress of 
grievances.” 

This First Amendment clearly en- 
visions a free and independent cit- 
izenry, completely at liberty, either as 
individuals or through groups, to in- 
form Congress as to what such citizens 
want, or do not want, in the way of 
legislation. 

But it is a long-settled principle of 
constitutional law that even liberties 
granted by the Constitution are subject 
to orderly regulation when exercised 
in such a specialized manner as to 
create some danger of interfering with 
other liberties, in the absence of such 
legislation. Thus, for example, the 
Constitution entitles every citizen to 
make a living (if he can) in any 
legitimate calling of his own choice. 
But that does not entitle him to prac- 
tice medicine or law, if he chooses to 
be a doctor or lawyer, without sub- 
mitting to strict licensing supervision 
in the obvious interest of the public 
welfare. 

So it is with the right to petition 
Congress. As a casual and spontane- 
ous act of the individual citizen, or 
even a group of citizens acting in con- 


vo 


vigorous in opposing the proposed curtailment of its Voice 


q “It will be recalled that the State Department was most 


of America overseas broadcasts. The Interior Department 
raised a loud squawk when some of its reclamation projects 
were in danger of getting the econony ax, and the Treasury 
sang the blues when its proposed budget was threatened 
with pruning, saying that the customs service would suffer 
and that smugglers would run wild along the Canadian 


border.” 
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cert, such petitions have undoubtedly 
the protection of the Constitution from 
any burdensome restriction. But when 
it comes to a question of a professional 
lobbyist—meaning one who makes a 
living or devotes most, or a substan- 
tial part, of his time to influencing or 
attempting to influence congressional 
opinion—that is something else again. 
It becomes something like the case of 
the citizen who wants to specialize in 
medicine or law. Such, at any rate, 
was the view taken by the framers of 
the LaFollette-Monroney Act. They 
thought professional lobbying was 
subject to reasonable regulation. And, 
so far, no court has ruled that it is not. 


HE statistics revealed by registra- 
tion of lobbyists with the clerks 
of the Senate and House of Represent- 


atives are not open to much question, 
although, to some extent, the figures 
are somewhat inconclusive. This lack 
of completeness is due to a number of 


factors. First, many groups which 
seemed to come within the scope of 
the “lobby law” have not yet regis- 
tered. A special attorney, appointed by 
the Justice Department, has been look- 
ing into such cases and, according to 
recent reports, may soon seek some in- 
dictments from the grand jury. Second, 
similar groups that have registered 
have failed to furnish, either by ac- 
cident or by design, the full data called 
for in the law. Third, many persons 
who have registered and have fur- 
nished all the information required 
still maintain. that they should not be 
required to register, and only did so 
to avoid any possible question or 
criticism of their actions. In this 
category, incidentally, are the principal 


officers of the National Association of 
Electric Companies, which came to 
Washington in 1945, opened an office, 
and promptly displayed its name on 
the door. Its activities have never 
been secret. 

So far, according to the official rec- 
ord through the fourth registration 
period (lobbyists are supposed to file 
a report every three months, at desig- 
nated times), 911 individuals and or- 
ganizations have signed on the dotted 
line as lobbyists with Congress. But 
of these 911, only 130 have filed finan- 
cial reports, and it is obvious from 
even a cursory glance at these reports 
that some of the organizations have 
filed only a portion of their annual in- 
come and expenditures, not the full 
amount, as the law ostensibly requires. 

Since particular lobbyists reported 
varying amounts of money received 
and expended for each of the four 
quarters, no exact over-all annual ex- 
penditure for all lobbyists can be esti- 
mated. To put it another way, no na- 
tional bill for the “price of lobbying” 
can be deduced. The top 100 lobbyists 
reported total expenses of $3,737,372, 
while 17 of the lobbies reported ex- 
penses of less than $1,000 each, and 13 
of them reported no expense at all. A 
rough estimate, which is only an esti- 
mate and could not be defended except 
as such, would be that lobbying in 
Washington cost those who sponsored 
the lobbies $15,000,000 in 1947. 

But this does not include the money 
paid by taxpayers for lobbyists em- 
ployed by various government 
agencies. It does not include lobbying 
outside of Washington. Most ob- 
servers of the capital scene would 
agree that $5 is spent in the “grass 
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roots” each year by various organiza- 
tions for “educational” purposes, for 
every $1 expended by the same groups, 
or similar organizations in Washing- 
ton. 


Pages its sponsorship came 

from the so-called “reform ele- 
ment” in Congress, the “lobby law,” 
at the end of one year, is now drawing 
criticism from the left, the right, and 
the middle of the road. It is as widely 
debated in legal circles as ever. But 
it has yet to run into a “test case.” It 
still puzzles some plain citizens who 
want to petition Congress but do not 
want to be labeled as “lobbyists.” All 
in all, the law has proved nothing so 
much as the fact that even such an un- 
pretentious, simple aim as registering 
lobbyists is going to be a difficult thing 
to do by law—fairly, squarely, and 
completely. 

Oddly enough there is no formal 
definition of lobbying or lobbyists in 
the law at all. But under the heading 
“persons to whom applicable” there is 
a requirement that all who receive, use, 
or solicit funds to be used “principally” 
in connection with attempts to influ- 
ence the legislative process shall regis- 
ter. Here we have a money test. This 
would apparently exclude the wealthy 
old lady who for years has volunteered 
her own efforts and money for an anti- 
vivisection law. Apparently lobbying 
for love but not for profit is exempt 
from registration. But is such a dis- 
tinction reasonable—that is, if the 
idea of the law is to throw publicity 
light on those who occupy themselves 
with attempts to influence Congress? 
Since when is the zealot who uses his 
own funds to be entirely discounted as 
compared with the more mercenary 
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advocate? Some of the most effective 
lobbying in Washington is done at 
fashionable country clubs by people 
who never receive a penny for it, who 
do not keep an office or regular hours. 

Another puzzle is the use of the 
word “principal.” Does that mean that 
John Jones, representing a group of 
peanut growers, and receiving $50,000 
a year for his services in Washington, 
can dispense with registration if he 
can show that he only uses $24,999 in 
his operations on Capitol Hill and the 
other $25,001 in his efforts on behalf 
of his clients in the offices of the Agri- 
culture Department? The biggest 
puzzle, of course, is the exemption in 
favor: (a) of government officials 
acting in the performance of their 
duties and (b) of citizens who merely 
appear to give testimony at congres- 
sional hearings. More about these two 
exemptions later. 


| eset of the confusion is found 
in the list of registered lobbyists. 
There are lobbyists in Washington 
who registered for the first quarter, 
but did not register the second quarter, 
because, they explained, they did not 
have occasion to visit the Hill during 
the second quarter. But did that pre- 
vent them from talking to a Congress- 
man on the telephone, visiting him at 
his home, or meeting him for a cup of 
coffee in a drugstore downtown? 
Literally thousands of persons who 
work in, around, with, or about Con- 
gress during the course of a year still 
are in honest doubt as to whether they 
should register as lobbyists. Those 
who have registered still wonder 
whether or not they have given all the 
details apparently required. Those who 
have not registered and do not feel 
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conscientiously that they are included 
under provisions of the law still feel 
occasional qualms and wonder if an 
overzealous or politically minded At- 
torney General could not put them on 
the spot and accuse them of evading the 
“lobby law.” 

The law has probably been a disap- 
pointment to the left wingers who agi- 
tated for it. As a matter of fact, it 
has revealed pretty clearly that the left 
wingers, or so-called “good lobbies” 
(from their viewpoint), are more 
numerous and sometimes better fi- 
nanced than the so-called “bad lob- 
bies.” 

Representative Adolph J. Sabath 
(Democrat, Illinois), one of the more 
vociferous left wingers in Congress, 
as early as February, 1947, called for 
sweeping amendments to the “lobby 
law.” He would, he said, have all lob- 
byists fingerprinted and cause all of 
those who work among the executives 
agencies to register, as well as those 
who work with Congress. 

“T think, in addition, that all lobby- 
ists should be required to furnish a 
photograph and to swear that they re- 
ceive no secret pay not reported when 
they register,” Sabath said. 

“Then the list, with photographs at- 
tached, could be furnished to all mem- 
bers of Congress and government ex- 
ecutives.” 

In spite of even such extreme (and 
probably impractical) suggestions, Sa- 
bath said frankly that “I am of the 
firm opinion that not even such steps 
would put a stop to all the various 
objectionable activities and methods of 
lobbyists.” 


(saree objections, too, come 
from the fact that not all lobby- 


ists are required to register. Carlyle 
Bargeron, writing in a recent issue of 
Nation’s Business, official magazine of 
the U. S. Chamber of Commerce, 
pointed out that “along with the 
growth of the registered lobbyists has 
come another variety in increasing 
number—the government lobbyist.” 

As a matter of fact, a good case can 
be made that Congress actually re- 
quires executive agencies to lobby, in 
a certain sense, by writing into every 
law the provision that the agency shall 
make an annual report to Congress. 
Representative Clarence Brown (Re- 
publican, Ohio) pointed out more than 
a year ago that most of these reports 
had become propaganda devices, pure 
and simple, while Representative For- 
rest Harness (Republican, Indiana) 
frankly calls the bureaucratic busy- 
bodies “our most vicious lobby.” He 
currently is spearheading an attempt 
to get a full investigation of the whole 
range of lobbying by Federal agencies, 
including the FPC. 

The basic trouble of the so-called 
“lobby law” is that if it cannot go far 
enough to require all lobbyists to reg- 
ister, then it becomes an unfair restric- 
tion against the activities of those who 
are required to register. 


HE confusion about provisions 
of the law is so widespread it 
can hardly be dismissed as quibbling or 
insincerity. For example, religious 
lobbyists, of whom there are some 25 
or more registered with Congress and 
are presumed to be trying honestly to 
comply with the law, are just as con- 
fused as the more suspect groups. 
The Baptists of the United States 
show the same diversity of thinking 
about the “lobby law” as do private 
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Representative Sabath on Lobbies 


ss C uR present lobby law does not reach the shrewd, unscrupulous 
lobbyist or propagandist who operates from behind a fine- 
sounding name or an institute, or foundation, leading the public to be- 
lieve it is an independent patriotic research or educational project, when 
it is actually a lobby in disguise. Neither does it reach the social lobby- 
ists, who are frequently women of wealth and position, who do their 


lethal work at parties, receptions, and dinners. .. . 


To sum up, the law 


now, instead of outlawing lobbyists, has given them legal standing, and 
they are bolder now than ever.” 





business groupsandassociations. While 
the Northern Baptist Convention reg- 
isters its Washington representative, 
the Southern Baptists do not, although 
frequently the president of the South- 
ern Baptist Convention is just as ac- 
tive in Washington as the legislative 
representative of the Northern Bap- 
tists. No criticism is stated, or implied, 
in any of these examples. The exam- 
ples are given to show the honest con- 
fusion which prevails about this law. 

But a practical consideration in- 
trudes at this point. Could any such 
law be so written as to include all lob- 
bying in Congress and still not offend 
the Constitution? Bear in mind some 
of the most effective lobbying is done 
between Congressmen themselves. As 
to Federal officials, Congress rightly 
insists that they report annually, so as 
to give an account of their stewardship. 
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HEN, there is the appearance of 

Federal officials before Appropri- 
ations committees and subcommittees. 
In the light of the present lobby law, 
this is probably a function in the na- 
ture of performing official duties. Yet, 
it certainly is a made-to-order op- 
portunity for lobbying; and few bu- 
reaus overlook the opportunity. Pri- 
vate industry has to content itself with 
having representatives who cool their 
heels in antechambers, pleading for 
time to be heard. Representatives of 
official departments often walk right 
in and sit down with the Appropria- 
tions Committee in executive sessions. 
What they say is not even made a mat- 
ter of public record until months after- 
ward and then only if the committee 
so desires. How could a lobby law 
separate the need of Congressmen to 
know how Federal officials are spend- 
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ing the public’s money from the argu- 
ments and propaganda which these of- 
ficials might think up to justify more 
and perhaps excessive appropriations? 

Finally, there is the exemption, al- 
ready mentioned, of persons who 
merely testify before committees. 
Does this include people who make it 
a business of “arranging time” for 
other people to testify before commit- 
tees? Broadly construed, this exemp- 
tion could cover most of the real lobby 
work which industry representatives, 
labor union spokesmen, and others per- 
form! In that case, the remaining 
lobby activities would merely cover 
personal contact with Representatives 
and Senators, 

Even here, an attempt to make the 
law go far enough to reach all forms 
of lobbying might end in making it 
impractical and ridiculous. Calling a 
Congressman, by telephone, sending 
him a letter, or even a Christmas card 
might be regarded as an attempt to 
“influence” the lawmaker. Any such 
law would, of course, fall of its own 
weight and should. 


S indicated above, Congressman 
Sabath now admits that he 
worked for and voted for a law that 
made lobbyists bolder than ever. He 
could have added that other Federal 
laws do apply—and have applied for 
years—against the “shrewd unscrupu- 
lous lobbyist” who misrepresents him- 
self. One wonders if he is contemplat- 
ing passing a law against cocktail 
parties, or, if not, whether he would 
pass a law prohibiting women at social 
functions from discussing anything 
that comes to their mind, particularly 
if it touches on current legislative 
problems ? 


If the “lobby law,” however, has 
promoted no great social gain, and has 
failed in making all lobbyists register, 
it has at least furnished the nation with 
an interesting set of facts about typical 
lobbyists; t.¢., the men who are em- 
ployed by groups, associations, founda- 
tions, institutes, churches, and private 
companies to influence Congress in one 
way or another. Although it did not 
require a law to prove it, the law has 
shown that it is as natural as love mak- 
ing that business, labor, farmers, con- 
sumer groups, church organizations, 
and a thousand and one other interests 
in our economy. must let Congress 
know their wishes in relation to laws 
that may affect them. It has revealed 
that lobbyists for the most part are bet- 
ter paid than the average citizen, but 
that could be expected. Lobbyists have 
to incur much greater expenses. They 
require higher degree of training to 
deal constantly with highly skilled leg- 
islators and complicated facts. 

It is, as already suggested, a wrong 
idea that most lobbyists really hang 
around lobbies pulling congressional 
coat tails. Modern professionals dis- 
dain such crude methods. They fight, 
for the most part, above the counter— 
with facts, figures, and arguments, 
either in congressional hearings or in 
the Congressman’s private office. They 
employ research staffs and specialists. 
They channel newspaper and radio 
opinion and leave no stone unturned to 
demonstrate that the interests of their 
clients, by a happy coincidence, are ex- 
actly the same as the interests of the 
American people as a whole. Whether 
they are individual lobbyists hired for 
a single job, or permanent pressure 
groups, their technique almost invari- 
ably is to identify their own wishes 
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with the “public interest.” If they are 
fighting against a bill for Federal con- 
trol of insurance, it becomes a fight for 
“states’ rights.” If a retail associa- 
tion fights the return of OPA, it is 
likely to make the private citizen feel 
he is about to be put back in the clutches 
of bureaucracy. If a church organiza- 
tion puts out a press release against a 
certain measure, almost invariably it 
connects its stand up with the “long- 
term interests of the American people.” 


oe are always hundreds of 
lobby battles raging in Washing- 
ton and a citizen of the nation’s capital 
would have to confess to being deaf, 
dumb, and blind never to take a stand, 
however innocently, on one or more of 
the issues. Every pressure brings into 
being a counterpressure. 

The first year of operation of the 
“lobby law” also proves that the law 
did not cut down lobbying. Congress 
was subjected, at least, to as much 
pressure in the year 1947 as in any 
previous year. Remember the Taft- 
Hartley Act. 

This record further proves that the 
financing of a lobby seemingly has 
very little to do with the success or 
failure of particular organizations 
which wage heavy battles in Congress. 
Examples are easy to find of the “fail- 
ures” that went down to defeat in the 


past year, despite their well-heeled 
financial conditions, 

The top spender was the American 
Federation of Labor, which officially 
spent $834,374 to defeat the Taft- 
Hartley Bill. If the money influenced 
any votes, the number certainly was 
not appreciable, for the bill passed the 
House and Senate with votes to spare 
—even though a two-thirds majority 
was needed to override the _presi- 
dential veto. Altogether, unions must 
have spent millions of dollars in the 
futile campaign to defeat the new 
labor law, but this does not reflect on 
propaganda and lobbying as such so 
much as it reflects on the judgment of 
the men who do the propagandizing 
and lobbying. The unions years ago 
could have cut the ground out from 
under those seeking such stringent 
labor legislation by putting their own 
houses in order, but they didn’t—and 
no amount of money or lobbying could 
have changed the results last spring. 


HE second highest group of 

spenders were those representing 
electric power utility interests, includ- 
ing REA co-ops. The biggest spender 
in 1947 was NOT the business-man- 
aged electric power industry, but the 
National Rural Electric Codperative 
Association, a lobby group for the 
REA co-ops, which generally are pic- 


z 


reau pass wholly under the domination of politicians and 


q “In the last few years, I have seen this [Reclamation] bu- 


propagandists, with a corresponding decay of standards and 
professional competence, and I have seen it emerge as a 
powerful pressure group eager and willing to use public 
funds to defeat public legislation and to build up its own 
empire.” 


—WU. S. Senator SHERIDAN Downey (California) 
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record clearly shows, ex-Congressmen 
often turn to lobbying for a living. 


tured as being an amalgamation of 
plain, overall-clad, modest - income 
farmers trying to cut their operating 
expenses through codperative efforts. 
The NRECA spent $227,000, while 
the other agency, National Association 
of Electric Companies, spent a more 
modest $190,000. Whether the 
NRECA got the huge appropriation 
for REA co-ops—some $225,000,000, 
second greatest in all REA history— 
is a matter of question. 

In any event, REA made out fine 
in 1947, 

The Citizens Committee for Dis- 
placed Persons spent $288,727 in a 
futile effort to pass a bill which would 
have admitted 400,000 displaced per- 
sons to the U. S. without regard to 
immigration quotas, 

The real estate lobby—represented 
by several groups—spent plenty of 
money trying to get rent control re- 
pealed, but had to be satisfied with the 
mild increases granted by Congress. 

No one can say with certainty that 
the money spent by these lobbyists and 
lobbies was wasted, however, for they 
may have laid the groundwork for 
results they will get at a later date. It 
cannot be denied, for instance, that or- 
ganized business spent probably many 
millions of dollars in educating the 
general public to the need of labor law 
changes through the years preceding 
passage of the Taft-Hartley Bill. 

Although, in the giant battles of lob- 
bies carried on without letup, public- 
ity frequently is used more than other 
techniques, the more direct and subtle 
methods are not disdained any more 
today than they ever were. Personal 
contacts are still the lobbyists’ biggest 
stock-in-trade, from a purely “profes- 
sional” standpoint. That is why, as the 


M ANY theories have been advanced 

for the recent huge growth of 
these professional agents for special 
interests. But the most obvious ex- 
planation likely is the simplest. It is 
that the Federal government has ex- 
panded beyond anything known, or 
contemplated, in the past. With every 
increase of centralized power the 
private and community and regional 
government groups affected have had 
to hire representatives to act at the 
source of the power in the capital. 
Hence the “mayors’”’ lobby, the “gov- 
ernors’” lobby, etc. 

The over-all result is an expansion 
of lobbying beyond anything that 
could have been imagined even a 
decade or so ago. We were taught in 
school that our government consists of 
three branches—legislative, executive, 
and judicial. A more realistic sum- 
mary today would include a fourth 
branch: organized lobbying, which the 
late Senator Norris of Nebraska once 
called the Third House of Congress. 

If we must have lobbies—and it’s 
pretty obvious that we must—it would 
seem best to have lots of them, repre- 
senting every shade of self-interest, as 
they do. This balance of pressure 
groups is a feature which, if not 
abused, can be constructive in its ulti- 
mate effects. If abused, no mere “reg- 
istration” of all lobbyists, real or im- 
agined, who try to influence Congress, 
will cure the abuse. That will take 
specific legislation aimed at specific 
abuses. The present lobby law is en- 
titled to a longer trial. But, so far, its 
results indicate that it is far from per- 
fect legislation. 
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Downey Throws the Book at RB 


| fy Reclamation Bureau officials 
somehow get the idea that it is only 
some eastern Republicans who are un- 
enthusiastic about their work providing 
irrigation and power supply in the great 
open spaces, one of California’s sterling 
sons of the Democratic political faith has 
written himself a book. He is none other 
than the senior U. S. Senator from Cali- 
fornia who recently surprised his col- 
leagues, newsmen, and others in Wash- 
ington by the release of a handsomely 
illustrated book entitled They Would 
Rule the Valley. It effectively presents 
the Senator’s charge that the Bureau of 
Reclamation is attempting to impose 
sociological regimentation on agricul- 
ture, particularly in the Central valley 
project. 

The Senator gave as a reason for writ- 
ing the book, the 160-acre limitation on 
reclaimed land, which he has long con- 
tended is unworkable and uneconomic 
for California’s Central valley. He 
claims that the bureau is engaged in a 
deliberate campaign of misrepresenta- 
tion involving this great Federal proj- 
ect, which, he says, may some day involve 
a total investment in irrigation, power, 
and allied public works of more than 
$3,000,000,000. 

Michael W, Straus, Reclamation com- 
missioner, comes in for the principal 
darts of Senator Downey’s criticism. 
Straus is pictured as “seeking to grab 
control of California’s water and power 
sources from the people who develop, 
use, and pay for them. The acreage 
limitation is described as a tragic mis- 
take which will “return thousands of 
rich farm-land acres to desert.” Speak- 
ing of Straus, Downey says in his book: 
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Succeeding Harry W. Bashore (ex-bureau 
commissioner), he stepped down from a 
higher position so he could enforce his will 
more directly. 

As ignorant of engineering, irrigation, and 
western conditions as any man could be, with 
no important administrative experience be- 
hind his entry into the government service, 
Straus represents the zealot, the politician, 
the ideologist, who lives by the manipula- 
tion of propaganda, freely dispatched at 
public cost, who cares nothing for the truth 
except how best to obscure it. 


Guam of Interior Krug is also the 

target of the Senator’s critical shafts. 
Describing Krug, Downey asks rhetori- 
cally: 

What part does he play in the Central val- 
ley drama—this tragedy, comedy, or farce— 
however you may wish to describe it? When 
Krug was brought to the exalted office he 
now holds, I thought order would succeed 
chaos. ... Is the Secretary the dupe of his 
subordinates? Is it their misstatements that 
have misled him? I don’t know, but I can- 
not forget certain of his assertions. 

I cannot forget that I heard him assert 
vehemently that Richard L. Boke, regional 
director (whose territory included the Cali- 
fornia project), was an engineer. I cannot 
forget that when Boke publicly admitted he 
was not, the Secretary sank back into his 
seat, embarrassed, confused, with no ex- 
planation to a Senate committee of his odd 
mistake. 


Downey calls Marion Clawson, bu- 
reau of agricultural economics specialist, 
“this alleged economist,” and reserved a 
special barb for James Roosevelt who 
had urged the 160-acre limit. 

“I can say with confidence,” he 
declared, “the responsible leaders and 
public officials of California will not 
trust their fortunes to the vague schemes 
and glittering promises of the Bureau of 
Reclamation in its desire to dominate the 
farm economy of a great region. They 
will utterly reject acreage limitation.” 
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WASHINGTON AND THE UTILITIES 


Although the hostility of California’s 
“water Senator” to the Reclamation 
Bureau has long been one of those open 
secrets sO commonplace back of the 
Washington scenes, the emergence of 
this feud in such an open form as a pub- 
lished book is seen by some Washington 
observers as portending a new and dif- 
ferent kind of split in the Democratic 
party of California—already ripped 
somewhat by Attorney General Kenny’s 
avowed political apostacy from the 
Democratic ranks in favor of a third 
party movement for Henry Wallace. 

Downey, despite his original support 
from the Townsend old-age group, is re- 
garded as a right-wing pillar of the party. 
With other state party leaders, such as 
James Roosevelt, trying to keep the 
Kenny bolters from amounting to any- 
thing substantial, and Ed Pauley having 
trouble with Republican hecklers in 
Congress, Downey’s personal tiff with 
such an important arm of the adminis- 
tration as the Reclamation Bureau may 
well have political as well as policy re- 
percussions. 

Although the Senator’s book does not 
disclose the name of the printer, the 
copyrights are listed in Downey’s name. 
It is reported to be obtainable from Pub- 
lishers Service, San Francisco, at $5 a 
copy. Needless to say, it seems to be more 
or less required reading in the Interior 
Department offices these days. 


¥ 
Nobody’s Mad at the Co-ops 


HE cooperative movement is get- 

ting a lot of attention and kind 
words these days around the nation’s 
capital. Republicans and Democrats vie 
with each other in protesting their abid- 
ing admiration for the courageous and 
independent spirit which moves farmers 
to join together in a spirit of neighborly 
progress, and all that sort of thing. Like- 
wise, they accuse each other of really 
having the knife out for the codperative 
movement. At times, all this must seem 
very puzzling to Hiram and his neigh- 
bors back on the farm who, statistics 
show, are more than likely members or 


patrons of at least one cooperative enter- 
prise, including the REA co-ops. 

The answer, of course, is politics, Out- 
side of the South, the farm vote has been 
mostly Republican and the GOP mem- 
bers want to keep it that way. The 
Democrats think they see a chance of 
making the co-ops an issue which could 
snag a few or many votes in the hinter- 
lands. The way things are stacking up 
right now, they are going to need them. 
Anyway, the Democrats got the jump on 
the situation, early last year, when Rep- 
resentative Ploeser, Missouri, Republi- 
can, and chairman of the House Small 
Business Committee, began investigating 
the justification or lack of it for co-op 
tax exemption. The House Ways and 
Means Committee got into the act with 
committee hearings of its own along that 
line, and the Treasury Department (sur- 
prisingly enough for an administration 
agency) furnished some first-rate docu- 
mentary justification for those who 
claim that the co-ops are getting too much 
of a free ride on the taxpayer’s merry- 
go-round. 


LERT Senator McGrath of Rhode 
Island, Democratic national chair- 
man, seized on all this activity as evi- 
dence that the Republicans, egged on by 
Big Business (although pretending to act 
for Little Business), were conspiring 
against the welfare of the codperative 
movement. Said McGrath: “Farm co- 
Operatives have been subjected to hostile 
investigation by Republican leaders. . . . 
The Democratic party will continue... 
to halt the efforts to discredit and destroy 
these organizations.” 

Secretary of Agriculture Anderson 
chimed in, with the official word from 
the Chief himself. “I want to say,” said 
Anderson, “that I am for farmer codp- 
eratives. I want to say just as plainly 
that the Truman administration is for 
farmer codperatives. I say that with the 
specific authority of President Truman 
himself.” 

Of course, this was politically as novel 
and exciting as if Truman had come out 
flat-footed in favor of the Ten Com- 
mandments. But the nasty implication 
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was that the GOP is against farm coz 
6peratives. This is what caused Repub- 
lican blood pressure to start pounding 
past the danger point. The Republicans 
came back with the charge that the Dem- 
ocrats were dodging the real issue, which 
is tax equality, and that nobody is trying 
to make the co-ops do anything more 
than pay the same kind of taxes as the 
rest of the business community pays. In 
fact, the party has not even been specific 
about that, as yet. There has just been 
a lot of testimony, the best of which 
came from the administration’s own 
Treasury. 

By way of rejoinder, Chairman Ploes- 
er’s committee is planning more hearings 
early this year on co-op tax practices, 
stressing advantages that would accrue 
over the long run from a policy of tax 
equality. It will say that the co-op move- 
ment will be strengthened really, by tax 
equality. Representative Ploeser’s group 
was scheduled to make its annual report 
to the House shortly after the session 
opened. He wants $85,000 to continue 
his committee’s work through 1948, and 
will probably get most if not all of it. The 
upshot seems to be that the Republicans 
will stand on the factual situation about 
co-op tax practices as they have been 
developed by testimony. from admjnis- 
tration sources and cleewhere. "7 

But they will not actually méve this 


year to remove one 5 cents of the tax ad- 
vantages which the co-ops now enjoy. 
The idea is to leave the issue pretty slim 


pickings for the Democrats. Senator 
McGrath and his followers are hopeful. 
It may be a phony issue, as the Repub- 
licans claim, but phony issues have been 
known to work, sometimes better than 
real ones. All of which adds up to the 
suggestion that we may be hearing a lot 
more about co-ops and the taxes they do 
or don’t pay before the votes are finally 
counted next November. 


> 


An SEC Cat Comes Back 


F the members and staff of the SEC, 
trying to get comfortable in their new 
quarters in Washington, D. C., had their 


way they would like to have left one very 
annoying policy problem behind in Phila- 
delphia, or lost it in the moving. It is 
the old issue of the rule of competitive 
bidding. Despite SEC staff insistence 
that this is no issue at all, but a finally 
settled question—like the cat with the 
proverbial nine lives—it keeps reappear- 
ing, sometimes under positively embar- 
rassing circumstances. 

Under the present rules, public utility 
holding companies and their operating 
subsidiaries are required to call for bids 
on securities offered in excess of $1,- 
000,000 or for maturities in excess of ten 
years. From time to time the analyses in 
the financial press, including the financial 
department of this publication, have re- 
ported evidence that the bidding rule has 
become an obstacle for the sale of pre- 
ferred and common shares for a number 
of good and sound public utility com- 
panies. As this evidence accumulates, in 
the present uncertain market, the SEC 
people are beginning to wonder how the 
situation can be corrected without sacri- 
ficing the rule. 

A “blanket” exemption to utility pre- 
ferred and common offerings would be 
an admission that the rule was unwise 
and might lead to congressional tamper- 
ing with the Holding Company Act. On 
the other hand, a quasi automatic ex- 
emption “for cause” shown in particular 
cases, practiced over any period, would 
call the permanency of the rule into even 
more serious question. 

The return of the commission to 
Washington was expected to establish a 
somewhat closer, practical liaison with 
key administration officials. And it may 
be that the White House will furnish the 
necessary guidance in the form of an 
appointment to fill the vacancy of Chair- 
man Caffrey, who recently resigned to 
enter the somewhat greener pastures of 
New York city law practice. 

Incidentally, Caffrey’s resignation 
makes the first time in the history of the 
“big three” Federal utility regulatory 
commissions (SEC, FPC, FCC) that 
there has been a vacancy at the same time 
on every one of them. (See page 101.) 
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Exchange Calls 
And Gossip 


Truman FCC Appointments 
Keep Pot from Boiling 


HE new faces at the Federal Com- 

munications Commission may be 
novel enough to call a halt to congres- 
sional plans to investigate that agency. 
Commissioner Jett’s resignation on De- 
cember 26th gave the administration and 
Congress an opportunity to name an 
FCC member from each party, thereby, 
at least temporarily, slowing down Con- 
gress’ investigatory bent. 

The appointment of New Dealer 
Wayne Coy as chairman of the FCC, 
replacing Charles R. Denny, is some- 
what offset by the appointment of Re- 
publican career man, George E. Sterling, 
to Commissioner Jett’s seat. This leaves 
the commission in political balance, with 
three Democrats — Coy, Durr, and 
Walker; three Republicans — Hyde, 
Jones, and Sterling; and one inde- 
pendent—Webster. The fact that the 
commission will have such balance will 
probably indicate that the threatened 
congressional opposition to Coy’s nomi- 
nation will dissipate itself without reach- 
ing serious proportions. Some opposi- 
tion against Coy’s confirmation by the 
Senate is still expected. It is significant, 
however, that the man who first called 
for an FCC investigation in December, 
Senator Homer Capehart, Republican 
of Indiana, now says he will not oppose 
Coy’s nomination. 


Rr. Coy is a native of Shelby county, 

Indiana. He is forty-four years 

old and graduated from Franklin Col- 

lege in 1926. He was an active Indiana 

newspaper man until 1933 when he be- 

came secretary to the newly elected 
Governor Paul V. McNutt. 
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Coy first came to the attention of 
Harry Hopkins in 1935 when he was 
state and regional administrator of the 
Work Projects Administration. In 
1937, Coy accompanied McNutt to the 
Philippines during the ex-governor’s 
term as High Commissioner there, Later 
he followed McNutt to Washington to 
become his assistant Federal Security 
Administrator. In 1941, Coy became 
special liaison assistant to President 
Roosevelt, as a contact man between the 
White House and the Office of Emer- 
gency Management. 

Nineteen forty-two found Coy as as- 
sistant director of the Budget Bureau. 
Early in 1944, he became assistant to 
Eugene Meyer, then publisher of The 
Washington Post. At the time of his 
appointment to the FCC, Coy was radio 
director of the Post and manager of its 
broadcasting stations, WINX and 
WINX-FM. 

It is believed that Coy took at least a 
50 per cent cut in salary when he left the 
Post to join FCC. 

George E. Sterling is a native of 
Peaks Isiand, Portland, Maine, where 
he was born June 21, 1894. He matricu- 
lated at Johns Hopkins University and 
Baltimore City College. He was one of 
the first radio “hams” and established an 
amateur radio station at his home as early 
as 1908. Later he fought in two cam- 
paigns with the United States Army on 
the Mexican border in 1916, and in 
France with the 26th (Yankee) Divi- 
sion. 

Sterling’s government career began 
in 1923 as a radio inspector with the 
Bureau of Navigation in the Commerce 
Department. He was on the staff of the 
Federal Radio Commission and was 
transferred to Washington in 1937. 
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During World War II he was chief of 
the radio intelligence division of the 
FCC, which did yeoman service in inter- 
cepting enemy broadcasts. He was ap- 
pointed chief engineer of the FCC on 
May 1, 1947. 

Commissioner Jett resigned from the 
FCC primarily for financial reasons. He 
told reporters that he was returning to 
his home city of Baltimore to become vice 
president of the Sunpapers and director 
of their radio division. He indicated that 
his salary would be at least twice the $10,- 
000 a year he was receiving at FCC. 


| Seder 9 former FCC Commis- 
sioner Wakefield has been appointed 
by President Truman to be the official 
United States member and chairman of 
the U. S. delegation at the Provisional 
Frequency Board, which opens a 4- to 6- 
month hearing at Geneva, Switzerland, 
on January 15th. The Geneva post is 
not permanent, but it does indicate that 
President Truman still thinks highly of 
Wakefield’s ability, and cancels any sug- 
gestion that Wakefield, personally, 
lacked the President’s confidence when 
the Wakefield renomination to the com- 
mission was suddenly withdrawn last 
summer in favor of Representative 
Robert E. Jones. There is some specula- 
tion that, upon his return to Washington 
next spring, another important regula- 
tory post will be found for ex-Commis- 
sioner Wakefield if he desires to con- 
tinue in public service. 


* 


New Labor Difficulties 
Brewing in 1948 


oR: spring may find the communi- 
cations industries—and the nation 
—plagued by twin strikes. Both the tele- 
phone and telegraph industries may be 
struck in the spring of 1948, and pos- 
sibly at the same time. This possibility 
rose late last month when the Federal 
Mediation and Conciliation Service 
named a fact-finding panel which, in ef- 
fect, postponed the threatened telegraph 
strike for a while at least. At just about 


the same time, the Communications 
Workers of America, the largest union 
in the telephone business, announced it 
would be seeking wage increases at con- 
tract time next spring. 

The panel on the Western Union 
Case includes Eugene Meyer, chair- 
man of the board of The Washington 
Post; Waldo Emanuel Fisher, Uni- 
versity of Pennsylvania industrial rela- 
tions professor ; and Charles A. Horsky, 
ex-Justice Department attorney. The 
three will rule on whether or not the con- 
tract between three AFL telegraph 
unions and Western Union could have 
been reopened for consideration of wage 
adjustments, and just when it could be 
so opened. According to the contract, 
provision is made for a study of the 
“wage-profit” relationship in connection 
with a wage adjustment. The union con- 
tends that on the date the study is 
made, the wage-profit relationship for 
the entire year should be taken into con- 
sideration in determining whether an in- 
crease can be paid employees. 

The company insists that the wage- 
profit relationship of the company and 
its unions should be made as of the date 
on which the study is begun, not on the 
basis of the entire year which preceded 
it. What makes this argument so bitter 
is that the telegraph company made some 
extra profits last spring as a windfall 
during the telephone strike. The com- 
pany says this windfall should not figure 
in wage negotiations, because it probably 
will not recur again. 





T HE panel can do no more than fe- 
solve this technical argument and 
set the date on which the study officially 
can be made. It can make no recommen- 
dations as to wage adjustments, nor even 
indicate whether or not they are justi- 
fied. One effect will be, however, to halt 
a telegraph strike threat until spring. 
Of course, the springtime is always the 
favorite time for negotiations between 
telephone unions and the telephone in- 
dustry, for the nation-wide contracts tra- 
ditionally expire and must be renewed at 
that time. Last year, contract time pro 
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EXCHANGE CALLS AND GOSSIP 


duced the epochal telephone strike last- 
ing five weeks and costing employees and 
the telephone industry uncounted mil- 
lions of dollars in salary and revenues. 
This year the unions already have an- 
nounced that higher wages will be 
sought, and another grave situation may 
result. 

The Communications Workers of 
America, representing nearly 250,000 
telephone workers across the country, 
has scheduled a meeting in Washington 
on January 19th of the chief negotiators 
of its 33 divisions. At this meet- 
ing a bargaining program will be laid 
out, and demands for a wage increase and 
other contract changes will be formu- 
lated. 

The whole bargaining program will 
emerge sometime early in February. 
Chief target of the union will be the 
added telephone revenues granted Bell 
system companies by various state 
utility commissions during 1947. Said 
CWA President Beirne: 

Prices and profits have risen steadily. The 
Bell system has obtained $81,000,000 in ad- 
ditional annual revenue in the past year. It 
is asking for at least that much more. This 
will make their profits even greater. The 
telephone industry can pay substantial wage 
increases to its workers out of these profits 
without further demands for price increases. 


Noticeably absent from any of 
Beirne’s statements is the unvarnished 
threat to strike in 1948. This is consid- 
erably different from the CWA approach 
last year, when it began laying strike 
plans months in advance, then made its 
wage demands more or less on an “or 
else” basis. The resulting strike almost 
wrecked the independent union, emptied 
its treasury, and brought about the en- 
trance of the CIO into the telephone 
labor picture as a new threat to CWA in- 
dependence. Beirne now refers to the 
strike possibility as “a clash of some kind 
in 1948.” It is too early even to surmise 
how serious such a clash might be, but, if 
it should be coupled with a telegraph 
walkout, it might be a matter affecting 
the national health and welfare, and so 
qualify for handling under terms of the 
Taft-Hartley Act. 


It is common knowledge in Washing- 
ton that the President will stay away if 
at all possible from using the Taft- 
Hartley Act’s provisions which permit 
him to delay a threatened national strike 
in a vital industry for as long as eighty 
days. Still, such a double-barrelled threat 
to national security, if it develops, might 
make him change his mind and “get into 
the act,” using, of all things, the much 
maligned labor legislation he opposed, 


* 


White Radio Bill 
Revamped Again 


REVISED version of the White- 
Wolverton Bill (S 1333) has 
turned up in the Senate Interstate and 
Foreign Commerce Committee. As a re- 
sult of radio industry objections to the 
original White Bill amending the Fed- 
eral Communications Act, the bill is con- 
siderably softened in its regulatory pro- 
visions for radio. So far as the common 
carrier side of FCC regulation is con- 
cerned, the provision calling for statu- 
tory division of FCC and the radio and 
common carrier panels is still very much 
confused. A printed version of the re- 
vised bill calls for a 9-man commission 
with a 3-panel division of three men each, 
regulating radio, common carriers, and 
special services, respectively. But, sub- 
sequently, the bill’s sponsors decided to 
favor a 7-man, 2-panel commission with 
the chairmanship rotating among the 
commissioners. Under the 2-panel set- 
up, common carrier and special services 
would be regulated by one panel. 
There is also the possibility that ma- 
chinery will be set up in the bill per- 
mitting appeal to the full commission 
from decisions of the subgroup. The 
very fact that these regulatory provisions 
are being bandied about indicates that 
thinking on them is far from settled. 
There will be a great deal more said 
about the controversial terms of the 
White-Wolverton Bill before it is 
finally hammered into passable shape. 
Chances of its eventual passage in 1948 
appear only lukewarm. 
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and Comment 


By OWEN ELY 


Review and Forecast of Utility 
Earnings 
7 attempt to forecast the earnings 
of the utility companies during 1948 
is a difficult and dangerous project— 
difficult because statistical data are in- 
adequate, and dangerous because the re- 
sults may prove misleading. However, 
the department feels that the advantages 
of such a survey may outweigh the dif- 
ficulties involved. 

Investors are obviously puzzled over 
the outlook for utilities—fearful that in- 
flation will choke the steady flow of divi- 
dends which many leading utilities have 
maintained through decades of war and 
peace, depression and prosperity. This 
fear, combined with the effects of com- 
mon stock financing and sale of holding 
company portfolio holdings, has under- 
mined confidence in utility stocks in re- 
cent weeks. The difficulties encountered 
by utilities in undertaking senior financ- 
ing also have proved a factor. During 
the period December 6th-24th railroad 
stocks (as measured by the Dow aver- 
age) advanced nearly 14 per cent and in- 
dustrials about 3 per cent, while utilities 
remained almost unchanged at close to 
their lowest levels of the year. 

Two major segments of the utility in- 
dustry—the electric and natural gas util- 
ities—have thus far shown surprising re- 
sistance to inflation trends. Electric util- 
ities in October enjoyed a gain in reve- 
nues of 13 per cent, which almost off- 
set a 43.6 per cent gain in fuel costs, a 
15.6 per cent increase in wages, and a 





20.4 per cent gain in miscellaneous op- 
erating expenses. Net operating rev- 
enues from electric operations were down 
1.9 per cent and operating income from 
other departments was off 65.6 per cent, 
but these declines were almost offset by 
a 74.5 per cent increase in miscellane- 
ous income. 


HILE interest on long-term debt 
was up slightly, amortization items 
were lower so that total income deduc- 
tions were 1.1 per cent under last year 
and net income for the month was down 
only .4 per cent. Net income for the ten 
months ended October 31st showed a 
gain over last year of about .3 per cent 
despite the fact that only three individ- 
ual months (April, May, and June) 
showed gains. Moreover, this was ac- 
camplished despite severe drought con- 
ditions in some areas, which sharply 
boosted fuel costs and reduced earnings 
in these sections. 
The natural gas companies have made 
a very satisfactory showing and are ex- 
pected to show an increase in net income 
of about 13 per cent for the calendar 
year 1947. Manufactured gas companies 
(for which no monthly totals are com- 
piled, except with respect to revenues) 
will probably make disappointing re- 
ports, despite the granting of some emer- 
gency rate increases. Brooklyn Union 
Gas, probably the largest artificial gas 
company, had to discontinue dividend 
payments on its common stock in Sep- 
tember. 
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FINANCIAL NEWS AND COMMENT 


The telephone and transit companies 


/also have felt the full brunt of inflation 


trends, because of the high proportion of 
wage costs to revenues. While Ameri- 
can Telephone and Telegraph has main- 
tained its $9 dividend rate—a-fixture for 
many years—most of the affiliated Bell 
system companies have had to reduce 
dividend rates temporarily, since rate ad- 
justments have lagged behind wage ad- 
vances. 

The difficulties of the transit com- 
panies are illustrated by the recent ex- 
periences of Twin City Rapid Transit. 
In 1946 the company was able to report 
earnings on the common stock of $4.29 
ashare. Fixed charges had been steadily 
reduced for many years, and the com- 
pany seemed to be in good condition to 
weather any storm. Nevertheless, the 
1947 rise in costs hit the company hard 
and in the first nine months coverage of 
charges and preferred dividends was 
only .67 compared with 3.08 in the same 
period of 1946. A fare increase, granted 
in October, is expected to increase rev- 
enues and earnings substantially, but of 
course there may be new wage demands 
to cope with next year. 

Third Avenue Transit for the nine 
months ended September 30th showed 
a deficit of $1,799,000 (after allowing 
for full interest on the adjustment 
bonds) compared with a red ink figure 
of $558,000 for the same period last 
year. The company may be able to in- 
crease its fares at the same time the sub- 
way system changes to an 8-cent basis, 
which will radically change the earnings 
picture. Codrdinated Transit (subsidi- 
ary of Public Service Corporation of 
New Jersey) has also experienced a 
sharp decline in earnings, and has asked 
for a fare increase, 


We is the 1948 outlook for the 
earnings of the electric utilities? 
Perhaps the answer can obtained 
by analyzing the major items in the in- 
come statement for the twelve months 
ended September 30th. Kilowatt-hour 
output appears likely to maintain about 
a5 to 8 per cent lead over 1947, which 


would allow for stabilization of indus- 
trial output around or slightly below 
current levels. A gain of 6 per cent (com- 
pared with the 11.3 per cent gain of Oc- 
tober and 13.7 per cent in September) 
would seem a reasonable guess, barring 
any major economic upset. Continuance , 


of construction activity is expected to?”’"— 


provide new residential and commercial 
customers, and the vast numbers of new 
appliances (including television sets) 
also are expected to bolster residential 
démands, more than offsetting any read- 
justment in industrial service. 

Assuming a 6 per cent gain in kilowatt- 
hour output, an increase of 9 per cent 
in revenues appears likely. In October 
average receipts pér kilowatt hour were 
about 14 per cent over last year, indi- 
cating that automatic fuel clauses in in- 
dustrial rate schedules had begun to take 
effect. It seems probable that there will 
be some further increase in industrial 
rates. 


TATE commissions will probably not 
force further downward adjustments ” 
in residential rates, except where these al- 
ready have been agreed on (as in the 
case of Niagara Hudson’s proposed $1,- 
000,000 cut). Consolidated Edison is 
now showing resistance to proposed 
further reductions in electric rates, 
which have been pending for some time 
in connection with the investigation ini- 
tiated by the New York state commis- 
sion. 

In the month of October the average 
residential rate was about 3.17 cents, the 
same as in September (but compared 
with 3.28 cents a year ago). It looks as 
though the steady decline in rates had 
ended, and if there are a few increases 
granted next year the rate may actually 
increase slightly. Of course, average 
kilowatt-hour receipts are affected not 
only by the rate schedules in effect, but 
by changes in average residential con- 
sumption; as customer usage increases , 
the sliding rate scale in almost universal 
use automatically reduces the so-called 
average rate, and it is difficult to sep- 
arate this effect from changes in the 
schedules themselves. 
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HILE increases in residential rates 

may still prove unpopular politi- 
cally in the large cities, increases in basic 
industrial and commercial rates (apart 
from the automatic increases provided 
by the rate contracts) may prove easier 
to put into effect. Rates for large indus- 
trial service in October averaged about 
1.07 cents, or only about one-third of 
the cost for residential service, and far 
below the average rate for commercial 
service. It is quite obvious that indus- 
trial rates are on a competitive basis. 
With present high costs affecting indus- 
trial producers of power, it is probable 
that the utilities could raise rates for such 
service without disturbing competitive 
relations to any dangerous extent. More- 
over, the utilities should seriously inves- 
tigate whether they are not losing money 
on some of these industrial contracts 
under present conditions. 


Getting back to our 1948 forecast, we 
think it is safe to predict a 9 per cent gain 
in revenues based on a 6 per cent increase 


in output. Taking up the principal items 
of the expense dollar, we find that fuel 
costs in the twelve months ended we 


tember 30th were 40.7 per cent over th 
previous period. In 1948 there would 
normally be an increase of 6 per cent to 
keep step with anticipated higher output, 
but this might well be offset by smaller 
use of inefficient plants if water condi- 
tions return to normal, and by use of new 
facilities if these are installed according 
to plan. The major uncertainty relates to 
“ the cost of coal per ton at the mine, and 
the charge for delivery by the railroads. 
It seems unlikely that this increase will 
be as heavy as in 1947 but it might well 
amount to 15-20 per cent. It does not 
seem safe to figure on less than a 20 per 
cent increase in fuel costs next year, al- 
though the increased availability of nat- 
ural gas as boiler fuel may be moderately 
helpful, 

It now appears almost inevitable that 
Ahere will be a third round of “cost of 
living” wage increases, unless farm 
prices and food costs decline unexpect- 
edly over the next month or so. How- 
ever, there may be less deferred mainte- 
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nance work next year as new equipment 
is installed, which will relieve labor costs 
slightly. A 10 per cent increase in sal- 
aries and wages would appear ample to 
take care of “cost of living” adjustments. 

Other expenses, however, are showing 
a belated tendency to rise; September 
and October gains averaged about 23 per 
cent as compared with only 12 per cent 
for the twelve months ended September. 
While it is difficult to analyze this trend, 
it seems necessary to allow for a 20 per 
cent gain in this item for next year, be- 
cause of the indicated lag. 


| iy depreciation and tax charges the 
utilities are now “getting a break.” 
In October depreciation charges were up 
only 5.9 per cent, and taxes were almost 
exactly the same as in the year previous. 
Some utilities (Consolidated Edison, for 
example) are now lowering their depre- 
ciation accruals. It appears likely that 
an increase of 5 per cent in this item for 
next year, reflecting an increase of about 
that much in net plant account, should 


_prove ample. While Congress’ plans for 


tax reduction do not promise much cor- 


‘ porate relief, we can probably leave the 
‘tax item “as is” for 1948. 


The income from other services such 
as manufactured gas, transit, telephone, 
water, etc., was dealt a hard blow in 1947. 
Belated rate increases may help these 
services in 1948. However, in view of 
the lag it appears unsafe to figure any 
gain for this item. Miscellaneous income 
is also retained at the 1947 level. 

Interest charges are now rising slowly 
but so long as so much construction is 
financed through bank loans, and amor- 
tization charges are an offsetting factor, 
not much adjustment appears necessary. 
An increase of 5 per cent for total income 
deductions would appear ample. 

Our pro forma income statement for 
the twelve months ended September 30, 
1948, as compared with the actual figures 
for the twelve months ended September 
30, 1947 (all in round figures), would 
be as indicated in the accompanying table. 
The net result is an indicated decline of 
only about 1 per cent in net income, In 
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other words, the electric utility income 
/ statement appears sufficiently flexible to 
survive an additional dose of inflation, 
provided it is moderate. 

We do not have space at this time to 
attempt a pro forma estimate for the 
natural gas industry, but it appears 
likely that these companies also will make 
a good showing in 1948. The demand 
for their product appears almost un- 
limited ; they have no fuel problem ; and 
their labor costs are lower in relation to 
gross than for the electric companies. In 
the twelve months ended October 30th 
the natural gas companies reporting to 
the Federal Power Commission showed 
a gain in net income of nearly 14 per cent 
over the previous period, and while pipe- 
line construction is slow a gain of 10-15 
per cent for next year would appear to 
be “in the cards.” 


T is difficult to offer any predictions 

for the telephone and transit com- 
panies until the size of 1948 wage de- 
mands is better known. In order to work 
out estimates it would be necessary to 
readjust latest 1947 figures to a pro 
forma basis (giving annua] effect to pres- 
ent wages and service rates) and to go 
on from there. Because of the irregu- 
larity of state and local rate regulation 
and the varied timing of past or pending 


e 


rate increases, it would be very difficult 
to work this out for the industry as a 
whole. However, even after allowance 
for some further wage advances in the 
spring, it appears likely that the telephone 
companies have already shown their 
worst monthly figures at some time in 
1947, and that 1948 earnings may not be 
very far below the results for the calen- 
dar year 1947 ; the trend of maintenance 
expenditures may have a good deal to do 
with the result. The same is true of the 
transit companies, although here the re- 
sults are still more irregular and each 
company must be studied “on its own.” 


Sa 


Utility Financing Still Handi- 
capped by Declining Markets 
| 8 ym companies are continuing 

their program for financing huge 
construction programs despite the heavy 
handicaps imposed by declining bond and 
stock prices. The bond market recently 
showed modest signs of recovery, but re- 
ceived a severe blow when Washington 
suddenly lowered its bids for govern- 
ment bonds. While the government seems 
confident that it will support long-term 
23s at par (the present bid is slightly 
higher), the suddenness of the recent de- 


INCOME OF THE ELECTRIC UTILITIES FOR TWELVE- 
MONTH PERIODS ENDED SEPTEMBER 30rn 
(IN MILLIONS) 


Revenues 


Income from Other Departments .. 


Miscellaneous Income 


Deductions from Income 
Fuel 
Wages 
Misc. Expenses 
Depreciation 
Taxes 
Bes OE Sickie eccee sis dbes 


% 
Increase 


9% 


Est. 
1948 
$3,896 
56 
73 


1947 
$3,574 
56 





$4,025 


645 
777 
726 
351 
634 





$3,385 
640 
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cision leads to some skepticism as to 
whether a par bid would be maintained 
under all future conditions. However, 
the Federal Reserve and the Treasury 
have tremendous buying power and re- 
sources, and can certainly maintain the 
market around current levels for some 
time if they wish to do so. Eventually, if 
credit demands continue unabated, they 
might have to reconsider. 

While the stock market has staged a 
substantial rally in rail stocks, and in- 
dustrials have firmed up, utilities still re- 
main around the lowest level of the year. 
Despite these conditions, the following 
financing was tentatively scheduled for 
January: 

Mortgage Bonds 
000 Pub. Ser. of N. H. 
Dayton P. & L. an. 
Northeastern Water 
Coll. Tr. Jan. 


So. Cal. Edison Jan. 
N.Y. Tel. Co. Jan. 


Preferred Stocks 
042,900 So, Caro. E. & G. Conv. 
1,000,000 Southwestern P. S. 


Common Stocks 
139,739 shs. Pub. Ser.of N.H. Jan. 
1,091,586 shs. So. Caro. E.& G, Jan. 
450,000 shs. Detroit Edison Jan. 
272,852 shs. Gulf States Utilities Jan. 
103,113 shs. Southwestern P.S. Jan. 


> 
Utility Analyses by Wall Street 


Firms 


AROLD YOUNG of Eastman, Dillon & 

Co. has prepared a 6-page analysis 

of Public Service of Colorado. The stock 
has been selling at a-towér price in rela- 
tion to share earnings than most other 
utility stocks of comparable size and im- 
portance. With a recent price of 33 and 
earnings of $4.63, the price-earnings 
ratio was 7.1, as compared with ratios 
around 8-10 for stocks such as Colum- 
bus & Southern Ohio Electric, Dayton 
Power & Light, Florida Power, Gulf 
States Utilities, Public Service of Indi- 
ana, Southwestern Public Service, Utah 
Power & Light, Virginia Electric & 
Power, and Wisconsin Electric Power. 
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Jan. 
Jan 


The probable reason for the low price- 
earnings ratio, thinks Mr. Young, is the 
low dividend rate ($1.65), but he fore- 
sees a higher rate at some time in 1948 
after property account adjustments have 
been completed. The company’s earn- 
ings increased sharply in 1946 (almost 
doubling over the 1944-5 level) as a re- 
sult of lower Federal taxes, and refund- 
ing savings also have improved the pic- 
ture. 

The company serves a diversified ter- 
ritory with good growth characteristics, 
and electric generating capacity is being 
increased. A second pipe line (recently 
completed) will insure an adequate sup- 
ply of gas for all uses. (Gas in the past 
has furnished about one-third of rev- 
enues.) The company estimates that 
some 20,000 new gas-heating customers 
can be added in the foreseeable future, 
considering the sharp rise in the cost of 
coal and oil. It also will be able to use gas 
as boiler fuel in its electric plants during 
the summer months when gas demand is 
low. 

The company serves a sizable part of 
the state, including Denver. While coal 
and other mining operations are im- 
portant, the territory also includes ir- 
rigated farms, livestock areas, etc. In- 
dustrial revenues are somewhat below 
the national average in relation to total 
revenues. The company has a very satis- 
factory seasonal load factor, since in- 
creased mining activities in the summer, 
combined with the seasonal nature of ir- 
rigation and the tourist business, serve 
to balance the higher load for lighting in 
the winter. 

The company has been fortunate in 
completing its refunding program earlier 
this year with the sale of 2} mortgage 
bonds, 3 per cent convertible debentures, 
and 4} per cent preferred stock. Each 
$100 debenture bond is convertible into 
three shares of common stock. 

The company obtained a new 20-year 
franchise for both electric and gas op- 
erations in Denver last February (the 
referendum vote was about 8} to 1 for 
the company ), and other franchises have 
been renewed in the recent past. While 
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an electric rate reduction was made in 
connection with the franchise renewal, 
the increase in revenues has apparently 
been sufficient to absorb the rate cut. 


N”% that Consolidated Electric & Gas 
is retiring its publicly held pre- 
ferred stock by exchange for Atlanta 
Gas Light common stock, there is re- 
newed market interest in the bonds of 
the top holding company, Central Public 
Utility. These bonds now reflect what 
amounts to an equity interest in Consoli- 
dated Electric and its wholly owned sub- 
holding company, Islands Gas & Electric. 
Several studies have appeared in recent 
months which analyzed the value of the 
portfolio held by Consolidated Electric 
(which reflects the value back of the 
Central Public Utility 54s after allow- 
ance for Consolidated’s bank loan). 
One of these analyses was prepared by 
Arthur I, Korn & Co. Mr. Korn applied 
a ratio of eight times the management- 
estimated earnings for 1947 to 1950, ex- 
cept for Central Indiana Gas Company, 
the value of which he based on expert 
testimony at the SEC hearing. His re- 
sults are shown in the accompanying 
table. The estimated valuation of $18,- 
058,000 is equivalent to $425 per bond, 


or an estimated price of 42} as compared 
with the recent market price around 18. 
It is, of course, difficult to time the 
eventual breakup of the system and the 
realization of such an estimated value. 


* 


Northern States Power Plan 


I‘ a 51-page findings and opinion the 
SEC recently reviewed the manage- 
ment plan for dissolving Northern States 
Power Company of Delaware, and 
ordered certain changes. While in the 
American & Foreign Power Case the 
commission recently ordered a larger 
share of the assets to be given the first 
preferred stockholders, in this case the 
amount allocated to the preferred stocks 
was reduced. Allocation of assets was 
changed as follows: 


7% Preferred Stock .. 43.83% 
6% Preferred Stock .. 39.45 


Total to Pfd. Stock 83.28% 
Class A Com, Stock.. 13.78% 
Class B Com, Stock.. 2.94 


Total to Com. Stock 16.72% 











CONSOLIDATED ELECTRIC & GAS PORTFOLIO 


Cosolian Coach Cay oon... tessccoass 


Southern Cities Ice 
Porto Rico Gas & Coke 
Santo Domingo Electric 
Haiti Electric 

Central Indiana Gas Co. 


(Annual Dividend $500,000, Annual Amortization $200,000) 
(60% of the Equity) 2,000,000 


Upper Peninsular Power 


Management's 
Average 
Estimated Estimated 
Earnings 1947-1950 Valuation 


$3,176,000 
144,000 
1,168,000 
1,352,000 
7,150,000 


Manila Gas Co. & Canary Island Subsidiaries 


(Estimated Recovery) 


Tax Recoveries, €66; ....cccccccccces 


Less one-year bank loan due Sept., 1948 


Net for bondholders* 


eee eee eee ee eee ee 


2,000,000 
2,000,000 


$23,958,000 


$18,058,000 


* It is assumed that available cash will be sufficient to offset reorganization 


expenses. 
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RECENT FINANCIAL DATA FOR GAS, TRANSIT, WATER, AND 
COMMUNICATIONS COMPANY STOCKS 


Mfd. Gas Cos.—Retail 
Birmingham Gas (60¢) 
Bridgeport Gas ($1.40) 
Brockton Gas Lt. ($1) 
Brooklyn Union Gas 
Hartford Gas ($2) 
Haverhill Gas Lt. ($1.60) 
acksonville Gas ($1) 
rovidence Gas (60¢) 
South Atlantic Gas (65¢) 
Springfield Gas Lt. ($1.60) 
York County Gas ($2) 
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Averages 


Natural Gas Cos.—Retail 
Arkansas Natural Gas 
Atlanta Gas Light ($1.20) 
Columbia G. & E. (75¢ 
Consol. Gas Util. (50¢ 
Consol. Natural Gas ($2) 
Houston Natural Gas ($2) 
Indiana Gas & Water ($1) 
Kansas-Neb. Nat. Gas (80¢) 
Lone Star Gas ($1) 
Mission Oil ($2.10) 

Mobile Gas Service ($1.40) 
Montana-Dakota Util. (80¢) 
National Fuel Gas (80¢) 
Okla. Natural Gas ($2 
Pacific Lie 

Pacific Pub. Ser. (80¢) 

Rio Grande Valley Gas (5¢) 
Rockland Gas ($1.70) 
Southern Union Gas (70¢) 
Southwest Nat. Gas (20¢) 
Texas Public Service ($1.20+Stk.) 
United Gas ($1) 
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Averages 


Mixed Gas—Retail 

S Laclede Gas Light (20¢) 
Minneapolis Gas Lt. .............+.- 

O National Gas & Elec. (60¢) 

S Peoples Gas L. & C. ($5) 

S Washington Gas Lt. ($1.50) 
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Averages 


Natural Gas—Wholesale 

El Paso Nat. Gas ($2.40) 
Interstate Nat. Gas ($1.75) .... 
Memphis Nat. Gas (25¢) ... 
Missouri Kansas P. L. ($1) ... 
Northern Nat. Gas ($2) 
Panhandle Eastern P. L. ($3) ... 
Southern Nat. Gas ($1.50) ... 
Southern Production 

Tenn. Gas Trans. ($1.40) 
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Recent 
Transit Companies Price Yield Earned 
Baltimore Transit Def. 
Capital Transit ($2) 3.81-d 
Chic. S. S. & S. B. ($1.10) 1.61-d 
Cinn. St. Rwy. (60¢) 1.59-d 
Dallas Ry. & Term. ($1.40) 3.31-0 
Duluth Sup. Tran. ($1) 5.03-d 
po Ree ery es 
Los Angeles Transit (50¢) 
National City Lines ($1) 
Phila. Trans. (80¢) 
Rochester Transit ($1) 
St. Louis Pub, Ser. A. ($1) 
Syracuse Transit ($3) 
Third Ave. Transit 
Ee en Es nono rceos ss cageaeee’ 
United Transit 
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Averages 


Water Companies 

O Elizabethtown Water ($6) 
O Federal Water & Gas ($1.20) 
S Hackensack Water ($1.70) 
O Indianapolis Water A (80¢) 
O Middlesex Water ($3) 

O New Haven Water ($3) 

O Northeastern Water 

O Phila. & Sub. Water (80¢) 
O Plainfield Union Water ($4) 
O Stamford Water ($2) 
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Averages 


Water Companies-——1946-7 Issues 
S Amer. Water Works (60¢) 
O California Water Ser. ($2) 
O Ohio Water Ser. ($1.50) 

: San Jose Water ($2) 
O 
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Scranton-Spring Brook (70¢) 
West Virginia Water Ser. ($1.05) 
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Communications Companies 
Bell System 

American Tel. & Tel. ($9) 
Cinn. & Sub. Bell Tel. ($4.50) 
Mountain. States T. & T. ($4 
New England Tel. ($4) 
Pacific Tel. & Tel. ($2.60) 
So. New England Tel. ($6) 
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Independents 
C Associated Tel. & Tel. A 7 Def. 
S General Telephone ($2) 28 ‘ 2.25-s 
C Peninsular Tel. ($2.50) 43 . 5.53-d 
O Rochester Telephone (80¢) 11 . 77-j 


Def.—Deficit. wd—When distributed. C—Curb Exchange. O—Over counter or out-of-town 
exchange. S—N. Y. Stock Exchange. d—Dec. 1946. ap—April 1947. m—May 1947. j—June 
1947, jy—July 1947. a—Aug. 1947. s—Sept. 1947. o—Oct. 1947. 
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What Others Think 


How Tight Is the 


Nation’s Power 


Supply? 


I* a studied and analytical paper, pre- 
sented at the annual meeting of the 
Public Utilities Association of the Vir- 
ginia’s late in November, Philip Sporn, 
= of American Gas & Electric 

ervice Corporation, of New York, 
examined in some detail the question of 
“The Power Situation — Present and 
Prospective.” 

Referring to the discussion which has 
appeared in the press about the status of 
the power situation—some views depict- 
ing the rosy side of the picture, while 
others painted it all in greys and 
blacks—he asked, “What are the facts? 
They are available readily enough to 
anyone who is looking for facts.” He 
then sketched for his audience these 
background elements which have im- 
portant bearing upon the present power 
situation : 


It is a fact, for example, that during the 
war the electric utility industry met all re- 


was not expected to come until some time in 
1948 or 1949. 

It is a well-known fact that this isn’t the 
way things happened. After a short pause 
following VJ-Day, the load early in 1946 
started to climb and it has as yet not let up. 
The consequence of that has been that 
whereas it was expected that the margins of 
reserves would be restored to a proper value 
immediately following VJ-Day, and that 
they would be maintained thereafter at that 
level, it has been necessary to stretch fur- 
ther even such limited margins as existed 
during the war. It is a well-known fact, too, 
that the electric manufacturing, steel, and 
other strikes which took place early in 1946, 
further clouded the horizon and failed to 
disclose the strength of expansion activity 
which was going on in all elements of the 
entire cross section of American industry. 
And this, too, resulted in a loss of time be- 
fore the true state of affairs was recog- 
nized. 


T was then pointed out by the speaker 
that despite all these factors in the 


situation it should be noted that “many, 


quirements for service imposed on it by an and perhaps all, utilities reversed their 
enormously expanded industrial system. thinking early in 1946 and contrary to 
Even more interesting is the fact that this previous plans began projecting major 


was done with a precision and economy of 
means unmatched by any other branch of 


expansions in generation, transmission, 


American industry. The basis for that state- and distribution ; from this course they 
ment is not my own judgment. I have per- have not swerved to this day.” On the 
sonally heard Donald M. Nelson express that contrary, he continued, 


viewpoint when he was chairman of the 
War Production Board. Again it is a fact 
that it was necessary, in order to meet the 
expanded war loads, to build new capacity; 
such capacity, in the minimum amounts re- 
quired, was authorized by the War Produc- 
tion Board. It is a fact also that the indus- 
try used a great deal of capacity that it was 
holding for reserve purposes, to a point 
where the reserves dropped to practically 
zero....It is a fact that everybody thought 
that with the ending of the war there would 
be a drop in load and that as a result of that 
not only would margins of reserve be re- 
stored to normal values, but that there would 
be left-an excess beyond that for growth and 
development of new load and building up of 
the load to the point that it reached during 
the peak of war production. That, however, 
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. . . most of them have more clearly devel- 
oped their thinking and have in effect adopt- 
ed a 5-year program of expansion aimed to 
bring the power situation under complete 
control: to establish a balance between ca- 
pacity to serve and load, after taking care of 
all necessary margins of reserve, and even 
to provide a necessary margin for further 
growth and development. 

We are, therefore, today in the midst of 
what is probably the greatest period of ex- 
pansion the power industry has ever experi- 
enced. During the war we became accus- 
tomed to dealing in such astronomical fig- 
ures that it is difficult to realize the magni- 
tude of what our industry is undertaking 
today unless one sits down and dispassion- 
ately surveys the situation. 





WHAT OTHERS THINK 


From recent checkings of construction 
plans projected over the next five years, 
Mr. Sporn said it appears that the elec- 
tric utility industry expects to add about 
15,000,000 kilowatts of new system 
capacity, most of it having actually been 
committed for by the private utility 
companies. The expenditure involved 
will be upwards of $6,000,000,000.. Mr. 
Sporn observed : 


Hence, I think it can be stated as a fact 
that barring some major disruptions in our 
industrial operations, particularly in such 
essential industries as coal, steel, electric, 
and other heavy machinery equipment indus- 
tries, the power situation will come into a 
completely normal position by 1950 in most 
of the country and by 1951 in the entire 
country. Further, the industry will, without 
question, by that time, have resumed and in- 
tensified its historic policy of aggressively 
driving for new business, of working on the 
development of new applications of electric- 
ity, and in every way possible helping bring 
about throughout the entire country more 
complete electrification and electric living. 

But in between, that is between the period 
of the end of this year [1947] and perhaps the 
fall of 1950, there are going to be tight spots 
in capacity running from isolated situations 
to more extended areas, the degree and ex- 
tent of which will be determined largely in 
some cases by the vigor of the present ex- 
pansion cycle in American industry, in other 
cases by weather conditions which will de- 
termine the relative contribution of hydro 
resources to the power and energy picture 
of the area, and still in other cases by mat- 
ters of pure chance such as those which de- 
termine the simultaneous occurrences of 
outages in major equipment. 

Because the electric power industry is op- 
erating, countrywide, with a margin of re- 
serve in generating capacity below what is 
safe and below what the industry itself 
would provide if it could—the figure is ac- 
tually down to around 5 per cent—the laws 
of chance will determine to a great extent 
not merely whether normal margins will be 
reduced but whether the reduction in such 
margins will make necessary actual curtail- 
ment or restrictions for limited periods and 
to more or less limited extents in various 
sections of the country. 


A to the restrictions on service which 
have taken place, and which have 
been publicized in the press, Mr. Sporn 
called attention to the fact that “none of 
them have been either of a character or 
magnitude to cause any major concern 
initially and none have lasted for a long 


enough period of time to warrant any 
deep concern about the integrated effect 
that they would have either on industry 
or on general living conditions.” In 
short, he said, 


... I think it may be safely stated that while 
the power supply situation in the United 
States is not in perfect shape, and while it is 
not in the condition that the industry would 
want it to be, it most certainly is not in any 
alarming condition and is well on the way 
to coming into perhaps the best condition it 
has been in in its history. 


Commenting upon the reasons for the 
present state of the industry, the utility 
executive said that the extraordinary rise 
in demand for electric service since VJ- 
Day is the first reason. This has been 
brought about, he declared, by three basic 
causes : 


(a) The first of these is that during the 
war electrification showed the way to in- 
dustry to greater production, and the favor 
it thus found is continuing, not only in in- 
dustry but throughout our whole economy. 
To use a trite expression, the whole economy 
is more electrification conscious than ever. 

(b) The second of these causes is a corol- 
lary to the first ; that is, the scarcity of labor 
for full production and the resulting 
premium on its services, both in industry and 
in the home. Greater production is the 
answer to the demands for higher wages now 
claimed by labor and electric powered ma- 
chinery paves the way to this r pro- 
duction. It is axiomatic that when the cost 
of labor for any operation increases to such 
a point where that operation cannot be con- 
tinued at a profit, mechanization follows. 
Our industry is benefiting from this influ- 
ence. In the home the disappearance of the 
domestic servant from most homes is forc- 
ing the greater use of labor-saving devices 
and appliances. 

(c) The third cause is the relative low 
price at which electric energy is sold. At a 
time when nearly all other prices have risen 

50 per cent or more, the price of electric 
energy is declining. More than ever, electric 
service is the lowest-cost service anyone can 
buy today; it is the outstanding bargain so 
to speak. This has stimulated demand and 
the effect has been apparent in all branches 
of service — industrial, commercial, and 
residential. 


Or this unusual rise in de- 
mand, he stated, is “one of the rea- 
sons for the upset in the balance between 
supply and demand.” A second reason 
for this unbalance, he said, is 
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. the spreading out of the delivery dates 
for major equipment not only turbines and 
transformers, but including also such other 
major equipment as boilers and switchgear, 
and even structural steel. The net result of 
all of these has been that whereas during 
the war, for example, it was possible to com- 
plete the construction of a brand-new power 
plant in eighteen months from the first ex- 
cavation to the operation of the plant on a 
commercial basis, it is now necessary to al- 
low a minimum of three and one-half years 
from the time of decision to proceed with 
construction until capacity can be expected 
on the line. 


Taking up then the technical trends in 
the electric power industry, Mr. Sporn, 
drawing upon his broad experience in 
the engineering phases of the utility 
business, discussed the subject under 
the following five principal headings: 


1. Generating Equipment—The new gen- 
erating capacity installed will be mostly 
steam turbine driven. I can see no interrup- 
tion in the continuation in the use of this 
prime mover. . . . For many reasons, but 
principally economic, turbine sizes are bound 
to go up and be designed to operate at high- 
er steam temperatures and pressures than 
those now currently used. The price of coal 
for which no early decline is in sight and 
for which not even a leveling off at present 
prices is seen, will attend to that... . 

2. Boilers—With turbine generating units 
becoming larger as I anticipate, in order to 
maintain the principle of unit design with 
one boiler and one turbine generator as a 
plant unit boilers must of necessity become 
larger. . . . During the coal strikes last year 
there was a great deal of talk about oil burn- 
ing under boilers and there was some 
switching to the use of that fuel. It should 
not be forgotten, however, that coal is our 
basic fuel and boilers will continue to be 
designed for the use of that fuel. 

3. Transmission—A substantial portion of 
the money provided in the budgets of the 
utility companies in the next five years will 
have to be spent in augmenting transmission 
capacity by building either (a) more trans- 
mission lines at existing voltages, or (b) 
building higher transmission voltage lines or 
perhaps both. This will be required not only 
to handle the large increases in load that are 
expected, but also to bring system losses 
back to the more reasonable and economical 
level of prewar figures, ... 

4. Distribution—A large portion of the 
expected load increase comes from the cus- 
tomers served from the low voltage distri- 
bution system. Therefore, there must be 
considerable new construction of distribution 
plant as well as reconstruction. One way of 
increasing the capacity of the distribution 


system is to increase voltage. Although 8. 
000 volts may find some use, in most cases 
the jump will probably be to 12,000 volts. 


Uz the fifth heading — Nuclear 
Energy—Mr. Sporn quoted from 
a report which he completed in the late 
summer of 1945, in which he set forth 
certain conclusions he had arrived at “as 
to the implications that the development 
in nuclear energy had for the electric 
light and power industry.” This subject 
being so important to the electric utility 
industry, Mr. Sporn’s statement is given 
in full below: 


The Implications for the Electric Light 
And Power Industry 

It is obviously too soon to be able to tell 
precisely what effect the development of the 
atomic bomb will have on industry in gen- 
eral, and on the electric light and power in- 
dustry, in particular. A great deal will de- 
pend on what program is ‘adopted by Con- 
gress for following through this stupendous 
development, and the executive controls that 
will be set up to implement such legislation 
as may be enacted 

But a number of things seem quite clear 
and certain: 

(a) Atomic energy will in all probability 
find industrial use in the relatively near 
future. A good estimate—perhaps that is 
over anticipatory—is that this will happen 
in the next ten to fifteen years. . . 

(b) The most probable utilization of 
atomic energy is as a source of heat. This 
may in turn be used to produce steam, or 
hot gases, for use in more or less conven- 
tional prime movers. On the other hand, 
it is not safe to assume that the prime 
movers will stay conventional. For ex- 
ample, the fact that a source of heat in- 
dependent of combustion of fuel (and, 
what is even more important, fuel contain- 
ing a large percentage of impurities such 
as sulphur, ash, etc.) may totally alter our 
concepts of what steam temperatures are 
possible. 

(c) It does not look as if there is any 
modification in practice relating to plan- 
ning, design, construction, and operation 
of power-generating facilities that can be 
introduced at the present time, or that 
should be introduced, that would not oth- 
erwise be adopted. 

(d) The conclusions in (c) above do 
not apply to depreciation practice, par 
ticularly to depreciation relating to baller 
apo and hydroelectric plant. It is entire- 

Page Bgl that rates of depreciation of 

plant and of hydroelectric plant 
should be raised on most systems, book- 
wise and tax-wise, As to the latter, work 
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and discussion with the Bureau of Inter- 
nal Revenue will of necessity be involved 
before any changes can be effected... . 

(e) It would seem that coal may have 
its economic position as a source of energy 
seriously threatened within the next 
twenty to fifty years. Admittedly that 
threat is only faintly visible on the horizon, 
But it also definitely needs close scrutiny. 
Certainly until the whole question of the 
economics of atomic power is more clearly 
resolved, it would appear unwise to make 
commitments for coal reserves not ex- 
ploitable within the next fifty years. 

(£) The problems that the development 
of the atomic bomb to date, and the fur- 
ther development of atomic and nuclear 
energy, will create for the electric light 
and power industry in the future deserve 
further and more thorough study. This it 
is planned to do in a future report. 


RINGING this question up to the pres- 
B ent time, Mr. Sporn made this per- 
tinent comment upon the item of depre- 
ciation referred to above: 


Examining these conclusions in the light 
of all the additional information that has 
come to light and the additional develop- 
ments that have taken place since then, it 
appears to me that there is no occasion to 
alter the conclusions drawn at that time on 
any item with the exception of item (d) and 
that is relating to the question of deprecia- 
tion. 

Here it would appear to be clear now 
that the additional information that has come 
to light in the intervening two years provides 
very little warrant for a conclusion that 
rates of depreciation on such equipment as 
boiler plant or hydroelectric plant ought to 
be increased at the present time above what 
was considered proper two years ago. On 
the other hand, it would be a rash thing to 
say that the problem is settled and that the 
present rates are adequate for all time. It 
may very well be that developments which 
are not, however, immediately discernible on 
the horizon, may take place which will again 
force a rectasibretion of the problem. 


He then added this closing word on 
the subject of nuclear energy: 


But it is clear to me at any rate that those 
charged with the task of determining 
whether or not to proceed, and whether or 
not they are safe in proceeding, with all the 
additional generating capacity that is now 
being added on the power systems of the 
country on the basis of practice considered 
technologically and economically sound be- 
fore Hiroshima, have no reason to halt or 
alter their thinking as a result of any de- 
velopments that have taken place since then. 


To avoid any thought that his remarks 
were directed only to the optimistic out- 
look for the electric industry, the speaker 
referred to “The Clouds Upon the 
Horizon.” He said: 


... There are a number of such clouds and 
if not watched, and if proper measures are 
not taken to combat some of their effects, 
these could become serious. Principal among 
these are: 

1, The rise in the cost of physical facili- 
ties. This is not an isolated phenomenon in 
the case of utility systems. It has happened 
to all industry in the country. Furthermore 
it is not entirely unexpected. We saw some 
evidence of it even while we were operating 
a controlled economy during the war. It was 
inevitable that as soon as controls were lifted 
—and as a matter of fact it would have hap- 
pened if controls had not been lifted—costs 
would rise following the resumption of de- 
mand for goods on an unprecedented scale 
as a result of the destruction and the sup- 
pression of demand that took place during 
the war period. .. . The important thing to 
remember is that it appears clear that for 
every dollar of plant that we have installed 
and in operation today, we will be confronted 
with a need of $1.60 when replacement of 
that plant is involved and all extensions to 
that plant will be on a $1.60 basis. In an elec- 
tric utility system where so much of the 
total cost of service comes about through 
the fixed charges route, that is a very seri- 
ous item. 

2. During the past fifteen years the elec- 
tric utilities have been able to save substan- 
tially in capital costs because of declining 
interest rates on bonds, with the consequent 
decline in the cost of funds obtained both 
by preferred stock and common stock routes. 
This trend in cost of money has definitely 
reached an end and it is clear that funds to 
be raised by all three routes are going to be 
more expensive than they have been in the 
past. The problem is going to be aggravated 
by the competition which will exist between 
the utility industry and all other industry for 
new capital. ... 

3. Coupled as this is with either stationary 
or still somewhat declining rates, it is ob- 
vious that there is danger lurking in the 
background. The danger is not so much in 
the immediate present but rather in its long- 
term effect. The danger arises from the fact 
that eventually all the present plant account 
will have to be replaced with plant which 
will cost $1.60 for every dollar on the books. 

4. The above really present a problem 
which is single in its impact and which could 
be stated thus: How to maintain earnings so 
as to be able to raise the capital needed for 
the expansion of facilities to meet the in- 
creases in demand for service at a much 
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higher level of cost that the industry is be- 
ing confronted with today. 


BSERVING that the problem cited in 

(4) above is a difficult one, Mr. 
Sporn expressed the view that it is not 
beyond solution. The “past history of 
the electric industry and its enormous 


vitality indicate,” he said, “that it can 
and I believe that it will be solved.” He 
voiced the opinion that the solution will 
be found in resort to a number of tech- 
niques, and mentioned the expansion of 
volume, technical progress, and rate in- 


creases. 
—R. S.C. 





Utilities Prime Targets of Radical Violence 


ORNING newspapers of November 

29th carried a startling story on 
Italy’s Chicago, the city of Milan, and 
that country’s greatest industrial center. 
It appeared a little differently in each 
paper, but the story, compiled from UP 
and AP dispatches, went as follows: 


Thousands of Communist workers 
marched in military formation into the cen- 
ter of the city from the industrial suburbs 
early this morning. Prominent among them 
were Communist shock troops and Partisans, 
many of whom wore uniforms consisting 
of red blouses cut in Russian style. Some 
marched to the Federal building. . . . Others 
marched to the broadcasting station, tele- 
phone exchange, telegraph office, and other 
strategic points, all of which were invaded. 


Among the other “strategic points” 
seized were local utilities and several fac- 
tories “to protect the plants during the 
strike.” The leftists had called a 12-hour 
strike starting at noon. The dispatches 
continued : 


The Milan police made no attempt to op- 
pose the Communists as they marched into 
the city. Part of the police force seemed to 
be on their side. . . . The interior department 
at Rome ordered the army to take full con- 
trol. . . . Army generals decli politely 
to act, however, on the ground that there 
was an almost total lack of disorder. . . . Po- 
lice and carabineri with their rifle butts 
grounded, stood immobile while the occupa- 
tion took place. . .. The leftist move, the bold- 
est defiance yet of the De Gasperi govern- 
ment, was largely Communist-controlled and 
planned, but embraced the entire left 
wing. ... 


G yx situation in Italy was not an 
isolated incident, its. companion 
piece was being acted out in France, a 
country regarded as one of the western 
democracies, In the midst of a strike 
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of two to four million men, members of 
20 Communist-dominated unions, the 
cabinet summoned Parliament to meet. 
On November 29th the French Parlia- 
ment acted on the government’s demands 
for powers to enable it to cope with the 
spreading strikes. The demands agreed 
upon were : 
. . . Authorization to (1) mobilize certain 
public service workers; (2) take stern meas- 
ures against sabotage, particularly of rail- 
roads, post offices, communications, and elec- 
tric light plants; and (3) deal strictly with 
civil servants and employees of the national- 
ized railroads judged guilty of breaking 
discipline. 


It matters little what the setting is, or 
the personalities, or how far the econ- 
omy of a given country has deteriorated. 
The same potential situation was being 
dealt with in our own country. Ex-Rep- 
resentative Samuel B. Pettengill, the 
“gentleman from Indiana,” recently went 
before an ABC network microphone in 
an attempt to rally support for the “loy- 
alty program” and the hearings of the 
House Un-American Activities Commit- 
tee. The President’s loyalty program is 
designed to keep Communists and other 
subversive party members from key gov- 
ernment positions. Pettengill cited the 
law on this subject : 

.. . Eight years ago, before the war broke 

out, Congress enacted “that it shall be un- 

lawful for any person employed in any capac- 
ity by any agency of the Federal government 

(for example, a postman, or an Army offi- 

cer) ... to have membership in any political 

party or organization which advocates the 
overthrow of our constitutional form of 
government.” I am sure you think that is 

a good law. You, as a taxpayer and loyal 

citizen have the right to insist that your 
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government keep fifth columnists out of gov- 
ernment offices, whether they are members of 
a German-American Bund, or the Commu- 
nist party. That law makes it the duty of 
the employing official, whether a Cabinet 
member, or a postmaster, to ask and find 
out if the person seeking employment be- 
longs to a “political party or organization 
which advocates the overthrow” of your 
government. 


Sb “gentleman from Indiana” noted 
that the citizen must declare his 
party in order to vote in a primary elec- 
tion. If he refuses, Pettengill states, he 
just won’t be given a ballot. Another ex- 
ample is to be found in our naturalization 
laws which require an examination as to 
whether the applicant owes allegiance to 
a foreign government. Pettengill’s prin- 
cipal point was the necessity to keep con- 
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stantly in mind the fact that the Com- 
munist party is not an ordinary parlia- 
mentary-type party. It is not just another 
“democratic” party that happens to be- 
lieve in government ownership of pro 

erty, or the equal sharing of goods. It is 
a party that owes allegiance to a foreign 
government, he said, and to prove it he 
quoted from material compiled by the 
late Chief Justice Harlan F. Stone of the 
United States Supreme Court. The ma- 
terial is contained in an opinion entitled 
“The Statutes, Theses, and Conditions of 
Admission to the Communist Interna- 
tional.” In the opinion of the late Chief 
Justice “The aim of Communism is to 
destroy parliamentarianism.” Thus, it 
repudiates the Republican form of gov- 
ernment guaranteed by our Constitution. 
JAN. 15, 1948 
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The March of 
Events 


In General 


Caffrey Resigns from SEC 


= J. Carrrey resigned on Decem- 
ber 17th as chairman of the Securi- 
ties and Exchange Commission. In a 
letter to President Truman, Caffrey said 
he was resigning because of “family 
responsibility which I can no longer 
ignore.” 

He will enter private practice of law 
in New York. Caffrey will join the law 
firm of Mortimer Gordon and Leo 
Brady. He was admitted to practice law 
by the appellate division of the New 

ork Supreme Court on December 17th. 

Caffrey was the last of the “career 
men” among the SEC commissioners. 
He was appointed commissioner in May, 
1945, and became chairman July 23, 
1946. The job pays $10,000 a year. 


Tidelands Bill to Be Offered 


EPRESENTATIVE Boykin, Democrat of 
Alabama, said recently that he 
would introduce a bill giving states “un- 
questionable title” to tidelands “the min- 
ute Congress reconvenes in January.” 
“TI believe such a measure will have 
the endorsement of practically every 
state,” Boykin told a reporter. 
The Alabamian proposes to write into 
law the right of each state to claim all 


lands and minerals under inland waters 
and “out to at least 12 miles in the ocean 
or Gulf of Mexico.” 

President Truman vetoed a somewhat 
similar proposal in 1946, because a suit 
was pending in the U. S. Supreme Court 
to determine ownership of submerged 
lands within a 3-mile limit of the coast. 
The Supreme Court later decided in 
favor of the Federal government. 


Governors Ask Aid to Power 


Ve governors were on record 
recently as demanding more money 
for power and water projects as a base 
for expanding western industry. 

The governors’ conference, held last 

month in Portland, closed with a resolu- 
tion asking Congress for supplemental 
power and reclamation appropriations 
immediately, and for regular appropria- 
tions large enough to develop projects 
systematically. 
_ Such projects “could revise the whole 
industrial development of the entire 
West,” declared Herbert B. Maw, Utah 
governor. Washington and California 
governors reported a serious power 
shortage in coastal states. 

The next meeting was set for Califor- 
nia in April. 


* 
Alabama 


Must Set Franchise Election 
Date 


Cc Attorney Edward L. Ball, after 
studying a decision handed down 


on December 18th by the state supreme 
court, said it was up to the Bessemer city 
commission now to set the date for an 
election on whether a 30-year franchise 
granted the Birmingham Gas Company 
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shall be voided. The high court upheld 
action of Jefferson County Circuit Court 
in dissolving a temporary injunction is- 
sued previously to prevent the city of 
Bessemer from holding an election on an 
ordinance granting the utility a 30-year 
franchise. 

The litigation began when the utility 


claimed a petition asking for an election 
on the franchise ordinance was not 
signed by the required number of voters. 
The petition required 916 qualified 
voters’ names to call the election. 

The circuit court granted a temporary 
injunction, but dissolved it later, and the 
utility appealed. 


Arizona 


Rate Quiz Delayed 


HE state corporation commission 
last month continued until a later 
date a hearing petitioned by Chino valley 
farmers in protesting existing rates of 
the Arizona Power Company of Pres- 
cott. 
The adjournment was ordered by 
Wilson T. Wright, chairman, following 


a suggestion by Yale McFate, a member, 
that the hearing be continued until a de- 
cision by the state supreme court be made 
public on a law regarding rate basis. 
Sam Head and Al Favour, attorneys 
representing the farmers, urged the ad- 
journment of the hearing over the stren- 
uous objections of Charles McDaniel, 
attorney for the power company. 


Arkansas 


Would Defer Tax Payment 


Ce TRANSPORTATION COMPANY 
asked the Little Rock city council 
finance committee recently for permis- 
sion to defer all or part payment of its 
1948 privilege tax, based on 5 per cent 
of gross receipts for 1947, until next 
July. 

The entire amount, which President 
P. E. McChesney estimated would be 
$70,471, is due January 20th under 
terms of the transportation franchise 
approved last fall. Mr. McChesney ex- 
plained that expenditures in connection 
with modernization of the transportation 
system have depleted cash reserves of 


the company. 


“This is not saying that the company 
is unable to pay because we can and will 
pay the full amount on January 20th 
if the council cannot act favorably on 
this request,” Mr. McChesney said. “If 
the city does not actually need the entire 
amount at that time, it will be of great 
help to us if we can defer it.” 

City Attorney T. J. Gentry advised 
committeemen that, while deferment 
might be open to attack on “strict legal 
interpretation” of franchise terms, a 
“gentlemen’s agreement” probably could 
be worked out with consent of alder- 
men and city officials for delayed pay- 
ment without formal amendment of the 
franchise ordinance. 


Colorado 


Utilities Director Picked 
FFICIAL appointment of Earl] L. 
Mosley, former Colorado Springs 
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city manager, to the newly created office 
of utilities was announced recently by 
Mayor Newton. Mosley’s appointment 
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was effective January Ist, and he will be 
paid $8,000 a year. 

Mayor Newton said that, since Mosley 
will work closely with the Denver city 
council, he had withheld appointment 
until the councilmen had agreed unani- 
mously that Mosley should have the job. 

Mosley will be charged with supervis- 
ing all the city’s relations with utility 
companies. He will assemble informa- 
tion to guide the city council in rate set- 
ting, franchises, utility taxes, and other 
matters. He also will safeguard the city’s 
interests in relation to public roads out- 
side the city and county but which affect 
Denver, Newton said. In addition, Mos- 
ley will be expected to develop informa- 
tion for the city administration on mat- 
ters dealing with power development. 


Power Vote Fought 


A was on file in district court at 
Trinidad last month in an attempt 
by the Frontier Power Company of 
Trinidad to prevent a special election on 
January 6th on the question of a mu- 
nicipally owned light and power plant. 

The company contended city officials, 
against whom the suit was directed, 
showed “gross abuse of discretion” in 
not obtaining expert advice on the power 
plant proposal before calling for the elec- 
tion. 

The company also said city ordi- 
nances for the plant, approved early last 
month, were illegal. 

The power company’s franchise with 
the city expires in 1950. 


Connecticut 


Fare Boost Authorized 
gy state public utilities commission 


last month authorized the New 
Britain Transportation Company, Inc., 
to increase its 5-cent fare to 6 cents, ef- 
fective when the company files a tariff 
containing the new fare. 

The company had asked permission to 
increase its existing fare from 5 cents to 
a fare of three tokens for 20 cents or a 
cash fare of 7 cents. 

The commission, in its finding, noted 
that a salary of “not more than $5,000 


a year should be allowed” to the com- 
pany’s superintendent of transportation. 
The commission noted “that the amount 
claimed by the company for this item of 
expense for the purpose of fixing rates,” 
a salary of $8,060 a year for its superin- 
tendent of transportation, “is excessive.” 

The commission also said that the fare 
increase was granted because it found 
the company should be permitted a small 
fare increase to meet the costs of pro- 
viding bus service and to afford a rea- 
sonable profit. 


Florida 


Dispute Legality of Act 
TTORNEYs of the Florida Power Cor- 
poration contended recently it 
would cost $100,000 to “tear up” its 
bookkeeping system to comply with the 
recent legislative act setting up the Pinel- 

las County Utility Board. 

S. E. Simmons of St. Petersburg, one 
of the attorneys, asked Federal Judge 
William J. Barker to declare the act un- 
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constitutional because, Simmons main- 
tained, it discriminated between the 
Florida Power Corporation, which sells 
only electricity, and companies selling 
gas and other utilities. 

Simmons also said there was some 
doubt whether Congress, in passing the 
Federal Power Act, intended to have a 
county board regulate power transmit- 
ted in interstate channels. He explained 
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Florida has no statewide agency which be legal, each of the 28 counties served 
could regulate utilities under the Federal by the FPC could set up its own utility 


act, and, if the measure passed by the board and have a different form of regu- 
state legislature last spring were held to lation. 


* 


Georgia 


Gas Rates Slashed 
HE state public service commission 
last month ordered the Atlanta 
Gas Light Company to slash its rates 
$374,000. 

Commission Chairman Walter R, Mc- 
Donald said the order would bring about 
a $276,000 reduction in residential nat- 
ural gas rates and would make available 
$98,000 in refunds to large industrial 
consumers who contract for interruptible 
service in 1948. He listed the cities af- 
fected by the reduction as Atlanta, 
Macon, Rome, Milledgeville, Griffin, 
Cedartown, Rockmart, Newnan, Mari- 
etta, East Point, College Park, Hape- 
ville, Decatur, Forsyth, Barnesville, 
Thomaston, Carrollton, Smyrna, Gor- 
don, and Calhoun. 

The $276,000 annual saving to resi- 
dential users was the second major re- 
duction in the general natural gas rates 
in Georgia in almost a year. On De- 
cember 31, 1946, the Atlanta Gas Light 
Company was required to make reduc- 
tions of $795,000, of which approxi- 


mately $520,000 accrued to home con- 
sumers. 

The commission’s chief engineer, 
Knowles Davis, had recommended that 
the commission prescribe penalty rates 
which would require the company to 
make refunds to customers when their 
service was interrupted after they had 
contracted for firm service. The com- 
mission, in ordering the gas company to 
make the refunds, said they should be 
made on the basis of the total use during 
the year 1947 and should represent the 
difference in what the customer paid for 
firm service and what he would have 
paid under the lower interruptible rate. 

However, the commission said, no 
customer will be required to accept in- 
terruptible service along with the refund 
and the customers declining to accept the 
interruptible service will be given pref- 
erence to the extent that all customers 
getting a lower interruptible rate must 
be interrupted before any customer on 
the higher firm rate can be deprived of 
service. 


Kentucky 


Won't Fight Fare Boost 

HE city of Louisville “won't fight” 

a request for increases in streetcar 
and bus fares filed last month in Frank- 
fort, Mayor E. Leland Taylor said 
recently. 

The application, filed with the state 
public service commission by the Louis- 
ville Railway Company, seeks to boost 
fares in that city five-sixths of a cent by 
raising the price of tokens from two for 
15 cents to three for 25 cents. 
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No change was sought in the 10-cent 
cash fare for single rides, but the com- 
pany asked permission to increase the 
price of special tokens for school chil- 
dren from six for 25 cents to five for 25 
cents. 

Commenting on the application, 
Mayor Taylor said the city, through its 
constant check on the railway’s opera- 
tions, had known “for some time that 
the request for an increase in fares was 
coming.” Although the city “won’t fight 
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it,” he went on, “we'll be on hand to see 
to it that they prove a rate increase is 
needed.” 


Utility’s Plea Granted 


N opinion handed down last month 
by the Kentucky Court of Appeals 


granted a plea of the Kentucky Utilities 
Company that it have until February 5th 
to file a brief in its appeal from Mc- 
Cracken County Circuit Court’s ruling 
that the city of Paducah purchase legally 
the KU electric plant there. 

The city seeks to operate it with TVA 
power. 


Maryland 


Novel Legal Question 


UDGE John T. Tucker in circuit court 
at Baltimore recently was asked to 
pass on a novel legal question—whether 
the people’s counsel of Maryland has a 
right to take an appeal from an order of 
the state public service commission, 
The question was raised by counsel 
for the Consolidated Gas, Electric Light 
& Power Company and an assistant to 
the general counsel of the state commis- 
sion. 
The appeal was brought to the court 
by Philip H. Dorsey, Jr., people’s coun- 
sel, from a commission ruling which 


approved new rates for electricity, gas, 
and steam heating filed by the utility 
company. 

Mr. Dorsey contended that the com- 
mission erred in its method of arriving 
at the company’s fair value for rate- 
making purposes. He also declared that 
the commission has permitted the com- 
pany to earn a 9 per cent return on the 
unified rate base, when the return should 
not exceed 54 per cent. 

In a demurrer to the appeal, counsel 
for the utility argued that the people’s 
counsel is not a party in interest in the 
case. 


Massachusetts 


Files New Rate Provisions 
SS yeeay Epison Company has filed 
with the state public utilities de- 
partment new provisions in its rates, by 
which the company would not provide 
electricity for resale after July 1, 1948, 
except as provided in a specific rate or 
under a contract filed with the depart- 
ment. The new provisions result from 
a department decision of October 31st 
dismissing a petition brought against it. 
New sections provide no electricity 
for resale to any customer not engaged 


in resale on December 17, 1947, without 
commission approval; that until July 1, 
1948, company will furnish to customers 
now engaged in resale, but only as now; 
and that after July 1st, next, it will not 
furnish electricity for resale except as 
provided in a specific rate, or under con- 
tract filed with the utilities department 
under existing law. 

The department was told the company 
filed these new provisions to meet the 
requirements as laid down in the so- 
called Perry Case. 


Minnésota 


Dispute Again Goes to Governor 


a Northern States Power Com- 
pany’s jurisdictional dispute was 


certified to Governor Youngdahi on De- 
cember 24th for the second time in an 
effort to settle union differences and end 
picketing of company property. 
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Leonard Johnson, state labor concilia- 
tor, turned the case over to the governor 
on petition of the company that 18 build- 


ing trades unions be blanketed into pro- 
ceedings before a special referee as pro- 
vided by Minnesota law. 


Missouri 


Pass Price Boost Authorized 


A increase of 25 cents in the sale price 
of weekly and special student bus 
passes issued by the St. Louis County 
Bus Company, which operates 13 bus 
lines in St. Louis county, was authorized 
last month by the state public service 
commission, effective at once. The in- 
crease was based on increased operating 
expenses. 

The order permitted the company to 
increase the price of regular weekly 
passes from 75 cents to $1, and the price 


of special student weekly passes from 50 
cents to 75 cents. The passes are good 
for rides in the first zone traveled on the 
company’s lines. 

It was estimated the increases would 
produce about $42,650 in additional rev- 
enue a year. 

The commission held the increase was 
justified by increased operating expenses 
of the bus company, which had offset ad- 
ditional revenue obtained from a fare in- 
crease from 5 cents to 10 cents for the 
first zone of bus rides, granted last 
March. ; 


Nebraska 


City Appeals Fare Increase 


HE city of Lincoln, through its at- 

torney, Max Kier, filed a motion 
for rehearing last month with the state 
railway commission in connection with 
the Lincoln City Lines fare increase. 

In the motion Kier argued that the 5- 
cent fare is adequate to give the com- 
pany a fair return on its investment and 
that the increase recently approved by 
the commission will give the company an 
excessive profit. 

A motion for rehearing was filed by 
the city after the commission on No- 


vember 7th issued an order authorizing 
the company to charge a cash fare of 7 
cents or four tokens for 25 cents. The 
commission later dismissed this motion 
after authorizing the company to charge 
a cash fare of 10 cents or four tokens for 
25 cents. 

Kier contends that the valuation ar- 
rived at by the commission is excessive 
and that cost and tax factors were not 
taken into consideration. 

If the commission again overrules the 
city’s request for a rehearing, the city 
can then take the matter to the state su- 
preme court for consideration. 


Ohio 


City Refuses to Pay Gas Bill 


fem city of Cincinnati, which already 
has appealed to the state supreme 
court from a state public utilities com- 
mission order increasing gas rates, fol- 
lowed up the challenge on December 
16th by refusing to pay its bill to the 
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Cincinnati Gas & Electric Company be- 
cause it was based on rates fixed last 
October 20th. 

City Manager W. R. Kellogg, in a 
letter to Walter C. Beckjord, president 
of the gas company, said the city solicitor 
had held that the city auditor did not 
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have authority to pay any gas bills 
“which reflect the charges imposed by 
the commission’s unlawful emergency 
rate order of October 20th.” 


The gas company was asked to reissue 
its bills in accordance “with the legal 
—_ prescribed by the general code of 

hio.” 


South Carolina 


Power Sale Approval Reaffirmed 


| hy order approving financing plans for 
purchase of the South Carolina 
Power Company of Charleston by South 
Carolina Electric & Gas of Columbia was 
reaffirmed on December 23rd by the 
South Carolina Public Service Commis- 
sion. 

Mayor W. McG. Morrison and State 
Senator O. T. Wallace of Charleston pro- 
tested the commission’s order approving 
South Carolina Electric & Gas’ plan to 
borrow $6,200,000 from banks and to 
issue $6,000,000 in stock for the $10,- 


200,000 purchase from Commonwealth 
& Southern. 
Santee - Cooper, $60,000,000  state- 
fostered hydroelectric authority seeking 
also to buy South Carolina Power, and 
the state rural electric codperative asso- 
ciation also protested the sale. 
Meanwhile South Carolina Electric & 
Gas stockholders indicated approval of 
plans to finance the purchase, a tabula- 
tion of votes and proxies at a meeting in 
Columbia on December 22nd showed. 
The meeting was adjourned pending 
state and Federal agency decisions. 


Tennessee 


Employees Given Wage 
Increases 


WAGE and cost-of-living increase 

for its employees was announced 

recently by the Tennessee Gas Trans- 
mission Company of Houston. 

Monthly paid employees were given a 

cost-of-living increase of $15 monthly 

up to the $300 per month bracket, with a 


proportionate increase up to a maximum 
of $40 per month for salaries over that 
figure. Hourly paid field employees were 
given a 4-cent per hour wage increase 
and a 6-cent per hour cost-of-living in- 
crease. All increases were effective for 
the first quarter of 1948. 

The company in December also issued 
a total of $265,000 in extra Christmas 
compensation checks to its employees. 


oe: exas 


Utility Awarded Franchise 


gb United Gas Corporation was 
given a franchise on December 
17th by the Galena Park city council to 
furnish gas to consumers in that city for 
a 10-year period. Residential and com- 
mercial rates will be those now charged 
in Houston, according to James A. Wil- 
son, Houston manager of the company. 
In furnishing gas to Galena Park 
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consumers the United Gas Company 
agreed to pay the city of Galena Park 2 
per cent of gross sales of all gas sold by 
the company within the city limits. 
Houston residential users now pay a 
minimum of 58 cents for the first 400 
cubic feet consumed ; 60 cents per thou- 
sand cubic feet for the next 5,600 cubic 
feet ; 55 cents per thousand for the next 
10,000 cubic feet ; and 45 cents per thou- 
sand cubic feet for all additional gas. 
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State Has Power to Regulate Gas Pipe-line 
Sales to Industries 


HE United States Supreme Court 

has upheld the ruling by the 
Indiana Supreme Court in Public Serv- 
ice Commission v. Panhandle Eastern 
Pipe Line Co. (1947) 67 PUR NS 129, 
that the state of Indiana may regulate 
sales of natural gas by an interstate 
pipe-line carrier direct to industrial con- 
sumers in Indiana. Neither the com- 
merce clause of the Constitution nor the 
Natura] Gas Act. prevents such regula- 
tion. 

Panhandle Eastern transports gas 
from the Southwest into and across in- 
tervening states, including Indiana, to 
Ohio and Michigan. It furnishes gas to 
local public utility distributing com- 
panies and municipalities for resale. Re- 
cently it has also sold gas in large 
amounts direct for industrial consump- 
tion. 

The controlling issues, said the court, 
are two: (1) Has Congress, by enact- 
ing the Natural Gas Act, in effect for- 
bidden states to regulate such. sales; 
(2) if not, are those sales of such a 
nature that the commerce clause of its 
own force forbids the states to act? The 
court thought there could be no doubt 
of the answer to be given to each of 
these questions; namely, that the states 
are competent to regulate the sales. 

The court, by decisions prior to en- 
actment of the Natural Gas Act in 1938, 
had drawn a line between the area of 
permissible state control and that in 
which states could not intrude. The 
former included interstate direct sales 


to local consumers, and the latter in- 
cluded service interstate to local distrib- 
uting companies for resale. States could 
regulate sales direct to consumers even 
though made by an interstate pipe-line 
carrier. 

The purpose of the Natural Gas Act, 
the court continued, was to provide for 
Federal regulation of (1) transporta- 
tion of natural gas in interstate com- 
merce; (2) its sale in interstate com- 
merce for resale; and (3) natural gas 
companies engaged in such transporta- 
tion or sale. 

The omission of any reference to 
other sales—that is, to direct sales for 
consumptive use—in the affirmative dec- 
laration of coverage was not inadvertent. 
It was deliberate. 

The unusual legislative precision, cut- 
ting sharply between sales for resale 
and direct sales for consumptive uses, 
said the court, was not employed with 
any view to relieving or exempting any 
segment of the industry from regula- 
tion. 

The act, though extending Federal 
regulation, had no purpose or effect to 
cut down state power. In the words of 
Mr. Justice Rutledge, delivering the 
opinion of the court: 


On the contrary, perhaps its primary pur- 


pose was to aid in making state r tion 
effective, by adding the weight of Federal 
regulation to supplement and reinforce it in 
the gap created by the prior decisions. The 
act was drawn with meticulous regard for 
the continued exercise of state power, not 
to handicap or dilute it in any way. 
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In regard to an argument that Con- 
gress had occupied the field by enact- 
ment of the Natural Gas Act, the court 
said that Congress, it is true, occupied a 
field, but it was meticulous to take in 
only territory which the Supreme Court 


had held the states could not reach, 
That area did not include direct con- 
sumer sales, whether for industrial or 
other uses. Panhandle Eastern Pipe 
Line Co. v. Public Service Commission 
of Indiana et al. 


7 


Power Commission Asserts Authority to 
Disregard Contracts 


ee in contracts between com- 
panies subject to regulation under 
the Natural Gas Act are not inviolate 
against regulation by the Federal Power 
Commission, This declaration was made 
in an opinion by the commission relat- 
ing to the limitation of natural gas sup- 
plied by Panhandle Eastern Pipe Line 
Company. 

During an emergency gas shortage, 
said the commission, rate schedules on 
file with the commission to govern sales 
and deliveries of gas did not provide ef- 
fective rules to govern and contro] de- 
liveries and assure reasonable and non- 
discriminatory services to utilities de- 
pendent upon the company. They were, 
therefore, unfair, unjust, unreasonable, 
and unduly discriminatory. 

Contentions had been made that the 
commission lacked authority to pre- 
scribe emergency service rules which 
would change the terms of contracts 
with Panhandle or which would affect 
deliveries or quantities provided for in 
such contracts. These contracts had 
been filed as rate schedules under § 4 
of the Natural Gas Act. The conten- 
tions were said to be without merit. The 
commission continued : 


The commission has full jurisdiction and 
authority to amend, alter, or modify any 


contract relating to Panhandle’s obligations 
under the Natural Gas Act when such ac- 
tion becomes necessary to assure compli- 
ance with the provisions of that act... . 

The authority of the commission to pre- 
scribe the emergency rules and regulations 
as classifications, rules, regulations, or prac- 
tices, in connection with a rate schedule, to 
prevent discrimination under § 5(a) of the 
Natural Gas Act, is fully sustained by the 
decision of the United States Supreme 
Court in the case of Interstate Commerce 
Commission v. Illinois Central R. Co. (1910) 
215 US 452, where analogous authority of 
the Interstate Commerce Commission was 
brought into question. 


Such contracts, said the commission, 
even though entered into before the 
Natural Gas Act was passed, are clearly 
subject to the provisions of that act and 
regulation by the commission in the 
public interest. 

A penalty charge which was proposed 
in order to control gas use was viewed 
by the commission as involving an in- 
crease in rates. Therefore, under § 
5(a) of the Natural Gas Act, the com- 
mission was prevented from ordering 
any such increase in the absence of the 
filing of a new schedule providing for 
the increase. City of Detroit et al. v. 
Panhandle Eastern Pipe Line Co. et al. 
(Opinion No. 161, Docket Nos. G-200, 
G-207). 
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Libel Charge Does Not Justify Court Entry into 
Dispute before Commission 


HE Federal District Court for the 
District of Columbia dismissed an 
action by a radio corporation against the 
Federal Communications Commission in 
JAN, 15, 1948 


regard to a matter pending before the 
commission. The action apparently was 
based on a commission report which the 
radio corporation considered libelous. 
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The court pointed out that until all ad- 
ministrative remedies were exhausted it 
was without jurisdiction and added: 


I do not think the statutes relied upon by 
plaintiff lend any authority for such inter- 
ference, even assuming, arguendo, that the 
commission acted erroneously in issuing the 
alleged libelous report. Courts cannot stand 
in constant watch and supervision over pro- 
ceedings before governmental agencies to 
prevent some erroneous or wrongful action, 


e 


any more than appellate tribunals can as- 
sume to control on the spot the actions of 
the trial courts. Practical considerations re- 
quire that the aggrieved party go on with 
the case. 

If in the end it turns against him, 
he may resort to such methods of judicial 
review as the law allows. 


Hearst Radio, Inc. v. Federal Com- 
munications Commission, 73 F Supt 
308. 


Water Service Inadequate and Competition Authorized 


Ti California commission allowed 
a water company to serve an area 
in which another utility had a protected 
monopoly for many years. The commis- 
sion conceded that it had pursued a policy 
in the past of protecting from competi- 
tion utilities rendering adequate service. 

Findings were made as to the service 
being offered the public. These were 
summarized by the commission in this 
statement : 


The record herein clearly shows that Mr. 
Henry has not rendered efficient service, has 


not fulfilled the duties which a utility owes 
to the public, has not been reasonably diligent 
in endeavoring to comply with commission 
orders, and has not complied with such 
orders. 

Under these circumstances, the exist- 
ing utility is not entitled to protection 
from competition. 


The commission concluded that the 
public interest, which is the paramount 
consideration, would require that addi- 
tional utility service be authorized. Re 
Washington Water & Light Co. (Deci- 
sion No. 40334, Application No. 28306). 
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Combined Operation Supports Request 
For Merger Approval 


Bes. subsidiary motor carriers were 
authorized by the New York com- 
mission to transfer their certificates, 
franchises, consents, and properties to a 
parent corporation. Operations for all 
practical purposes had previously been 
consolidated. 

The subsidiaries were entirely de- 
pendent on the parent corporation. They 
were using its equipment, garage facili- 


ties, its personnel and management. 

Neither the public interest nor any 
useful purpose, said the commission, 
would be served by keeping the corporate 
organizations separate. The three com- 
panies were serving contiguous territory 
under common management, and a 
merger would probably result in greater 
efficiency and also some small saving. Re 
Hill et al. (Cases 3142, 6989). 
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Court Hears Power Act Infringement Suit 


MOTION to dismiss for lack of juris- 
diction an action by a power com- 
pany against a competitor for infringe- 
ment of rights guaranteed under the 
Federal Power Act was dismissed by the 
United States District Court for South 
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Dakota. The court ruled that by implica- 
tion it had the necessary authority to en- 
tertain the suit in the absence of an ade- 
quate administrative remedy. 

The Federal Power Act, the court 
stated, creates a statutory duty upon 
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those who deal in electric energy to pur- 
chase or sell it at the rate established 
under the act, and the company’s failure 
to carry out its statutory duty was an 


adequate reason for taking the matter to 
court. Montana-Dakota Utilities Co. v. 
Northwest Pub. Service Co. 73 F Supp 
149. 


+7 


Court Reverses Commission Award of Certificate 


f iikg Illinois Supreme Court reversed 
a lower court decision affirming 
commission action in awarding a certifi- 
cate of convenience and necessity to a 
motor carrier. The court sent the matter 
back for further hearing chiefly on the 
ground that the commission failed to 
make findings of fact concerning issues 
presented. 

The commission had authorized a corn- 
peting motor carrier service after finding 
that the carrier serving the area was not 
capable of rendering satisfactory serv- 
ice. The court took issue with this find- 


ing and, in explaining its views, said: 


Chicago & West Towns has on hand the 
busses; it has additional busses ordered 
which will be available; it had a net profit 
of over $375,000 in 1943; and the testimony 
of the treasurer shows that the last date of 
the hearing they had over $250,000 cash in 
the bank. We hold that the finding that 
Chicago & West Towns is financially unable 
to furnish the service involved is against the 
manifest weight of the evidence, and not 
justified by law. 


Chicago & W. T. Railways, Inc. et al. v. 
Illinois Commerce Commission et al. 74 
NE2d 804. 
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City Taxicab Ordinance Held Unconstitutional 


PN penseptge against a taxicab op- 
erator in New York was dismissed 
on motion by the city court of Utica. The 
cab driver was charged with violating a 
city ordinance against soliciting pas- 
sengers at the railroad station while 
more than 10 feet from the cab. 

The driver pointed out that his cab 
company had an exclusive contract with 
the railroad for the solicitation of pas- 
sengers at the station. He argued that 
the ordinance was unconstitutional. 

The court, in dismissing case, reviewed 
authorities on the subject and agreed 


with the cab driver that the ordinance 
would constitute a deprivation of prop- 
erty without due process of law. The 
court said : 


Defendant’s first contention that the New 
York Central Railroad Company has a right 
to grant an exclusive franchise to tne Black 
& White Taxi Co. is unquestionably the law. 
The dominion which a railroad company 
has over its depot grounds is no less com- 
plete or exclusive than that which any owner 
of property has over his own property. 


People, on Inf. of Gigliotti v. Hum- 
phreys, 73 NY S2d 393. 


e 


Rate Base Not Limited to Tax Value in Decision 
Changing Telephone Rates 


HE Nebraska commission, in 

authorizing an increase in tele- 
phone rates, refused to limit the rate 
base to assessed value for taxation. Real 
estate assessments are determined by 
the various assessors in counties where 
a company operates. Personal property 
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assessments are first returned by the 
company and sworn to by responsible 
officers. They show on their face that 
they are “assessable values.” 

In opposition to the proposed rate 
plan, subscribers who had been taken 
over by the Lincoln Telephone & 
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Telegraph Company when it acquired 
another company testified that it was 
their understanding that county-wide 
free service would be continued. No 
agreement was introduced with refer- 
ence to the matter, and officials of the 
company denied the existence of any 
such agreement. In any event, said the 
commission, if such an agreement had 
been made, it would not deprive the 
commission of jurisdiction to determine 
the question. Neither could the com- 
mission interpret or enforce such a 
contract. 

The added cost of providing so- 
called free service, the commission said 


2 


further, should not be borne by all sub- 
scribers on an exchange where only a 
relatively small number use extended 
service. 

Under the proposed rates, the return 
would range from 3.15 per cent on re- 
production cost, less depreciation, to 6.49 
per cent on cost, less depreciation, with 
intermediate percentage figures on other 
bases. A review of rates of return found 
to be fair and reasonable by courts and 
commissions in recent cases, said the 
commission, indicates a range from 54 
per cent to 64 per cent. Re Lincoln 
Telephone & Telegraph Co. (Applica- 
tion No. A-16831, Supplement No. 1). 


Gas Bills Must Show Consumption 
Instead of Therms 


- has been the policy of the New York 
commission to require gas schedules 
to set forth charges in cubic feet of gas 
consumed. But much can be said, ac- 
cording to the commission, in support of 
the theory that the schedule of rates 
should set forth charges on the basis of 
therms consumed. 

The consumer, however, wants to be 
able to take his bill and compare the 
meter readings and to compute the 
amount owed, based upon such meter 
reading without having to convert by 
means of a conversion table the cubic 
foot consumption into therm consump- 
tion. 

Gas meters register in cubic feet and 
do not register in therms. To obtain the 
consumption in therms it is necessary to 
know the average BTU content of gas 


supplied and convert the number of cubic 
feet shown on the meter into therms. 

A proposed form of bill submitted by 
the company set forth the present meter 
reading, the previous meter reading in 
cubic feet, and the number of cubic feet 
consumed in the billing period. It set 
forth the gross amount of the bill and 
the net amount. Below was set forth the 
number of therms consumed. On the 
lower half of the bill was the following 
statement: “Gas bills are figured on the 
therms shown above, which are the 
number of 100 cubic feet registered on 
your meter, multiplied by 1.02.” 

Many consumers, it was observed, dis- 
trust conversion tables supplied by the 
company and want a more direct means 
of checking the bill. Re Central New 
York Power Corp. (Case 12323). 


+7 


No Private Ownership of Waters of 
Navigable River 


HE Federal Power Commission 

A dismissed an application by the 
Niagara Falls Power Company for 
amendment of its license so as to exclude 
a provision that government acquisition 
of a power project under the Federal 
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Power Act would be subject to certain 
water rights. The company was intend- 
ing to acquire these rights for a cash 


consideration. 
Approval of the change, said the 
commission, would be construed as an 
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implied approval of the claim that the 
so-called water rights were in existence, 
were valuable, and could be purchased. 

Niagara river is a navigable water of 
the United States and an international 
boundary stream. In the opinion of the 
commission, no company could possess 
any lawful title to these water rights, for 
the reason that there cannot be private 
ownership of the waters of a navigable 
river of the United States. 

The purported water rights, according 
to the company’s contention, are founded 
on state law. This contention was said 
to be at variance with court rulings on 
the limitations of state rights. 

Some point was made by the company 
that the alleged water rights attached to 
the water after it was diverted from the 
river, over which the United States ad- 


mittedly has control. This, said the com- 
mission, is to suggest that while the 
United States may control actual diver- 
sion from the river, it has no authority 
to control the use of water so diverted. 
The commission said : 


This argument disregards the nature of 
the permission given by the United States 
to make any diversion of this navigable 
stream. Under the terms of the license the 
licensee is authorized to divert and use wa- 
ter from the Niagara river for power pur- 
poses solely through Project No. 16... We 
do not regard the authority of the United 
States as being limited in the manner sug- 
gested by the licensee, nor do we recognize 
that the licensee would comply with the 
terms of the license if it did not use all of 
the diverted water through the facilities 
authorized as composing Project No. 16. 


Re Niagara Falls Power Co. (Opinion 
No. 159, Project No. 16). 


; 
2 
Accounting for Loss Resulting from 
Conversion to Natural Gas 


ROPOSALS by the Washington Gas 
Light Company for property loss ac- 
counting resulting from conversion from 
mixed gas to natural gas were approved 
by the Federal Power Commission. Ex- 
traordinary property losses would result 
from facilities abandoned or to be 
abandoned. Two gas stations were being 
dismantled. The company proposed to 
charge the loss, subject to adjustments 
for salvage and removal expense, to Ac- 
count 141, Extraordinary Property 
Losses. It would amortize such amount 
by charges to Account 506, Property 
Losses Chargeable to Operations, over a 
10-year period. 
Another gas plant was to be operated 


for a period not exceeding ten years. 
The company proposed to: provide for 
accelerated depreciation in this case in 
an amount representing the original cost 
not provided for by accrued deprecia- 
tion. It would charge this to Account 
503.1, Depreciation. 

Upon removal of the station from 
service it would charge the undepre- 
ciated balance, with adjustments for 
salvage and removal expense, to Ac- 
count 141, Extraordinary Property 
Losses, and would amortize such bal- 
ance by charges to Account 506, Prop- 
erty Losses Chargeable to Operations, 
over the remainder of the 10-year period. 
Re Washington Gas Light Co. 
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Water Taxi Is a Common Carrier 


sf! Bae California commission, in in- 
vestigating the operations of a wa- 


ter taxi company, determined that the 
service offered is that of a common car- 
rier requiring commission approval. The 
commission pointed out that transporta- 
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tion by the carrier of passengers between 
shore points and ships at anchor for 
compensation constitutes a public utility 
service regardless of whether the ships 
are anchored within or outside of terri- 
torial limits, 
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The commission refrained from issu- 
ing a cease and desist order, as operations 
had already been discontinued and where 


there was no reason for epee my Re 
Garvin et al. (Decision No. 40296, Case 
No. 4850). 


e 


Other Important Rulings 


N approving a gas and electric com- 

pany’s application for authority to is- 
sue shares of stock at par, the California 
commission ruled that the fact that the 
company’s reported book value per share 
was in excess of par would not require 
that the shares be sold at more than par 
where its book figures did not coincide 
with rate base value used by the commis- 
sion for rate-making purposes. Re Pa- 
cific Gas & Electric Co. (Decision No. 
40198, Application No. 28341), 


The California commission, in passing 
upon rival applications for motor car- 
rier certificates, favored the carrier 
which pioneered in the area and was the 
first to seek the certificate, where both 
applicants showed ability to provide serv- 
ice in the public interest, and where au- 
thorization of both would result in over- 
service. Re Asbury Rapid Transit Sys- 
tem (Decision No. 40472, Application 
No. 28322). 


A motor carrier’s application for a 
certificate was dismissed by the Colorado 
commission where the record showed no 
evidence other than that of the carrier 
that the area needed additional service 
while eleven competitors testified that 
the area was being adequately served. Re 
Boyd (Application No. 8723, Decision 
No. 29390). 


The supreme court of Vermont 
granted a utility’s application for a writ 
prohibiting a superior court judge from 
perpetuating the testimony of an officer 
of the corporation by deposition where 
there was no reasonable probability of 
loss of testimony by delay nor any valid 
reason to suppose that the witness and 
records would not be present at the trial. 
Re Central Vermont Pub. Service Corp. 
55 A2d 201. 
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The merger of two public warehouse 
companies was authorized by the Cali- 
fornia commission where decreased over- 
head, tax savings, and greater business 
efficiency would result in better public 
service. Re California Ice & Cold Stor- 
age Co. et al. (Decision No, 40298, Ap- 
plication No. 28324). 


The California commission in consid- 
ering irrigation charges approved a 
higher rate for water used for lands im- 
properly leveled and prepared, with the 
stated purpose being to discourage un- 
economic use of water. Re Sutter Butte 
Canal Co. (Decision No. 40254, Applica- 
tion No. 27950). 


The Georgia commission, in approv- 
ing a rate schedule for rural dial tele- 
phone service which was substantially 
higher than for magneto service, com- 
mented that good dial telephone service 
requires a higher grade of construction 
and better maintenance of rural circuits 
than is necessary for magneto service. 
The commission added that it would in- 
sist as long as the present rates were in 
effect that good rural service be provided 
at all times. Re B. Parker (File No. 
19419, Docket No. 8675-A). 


The Virginia commission, on an appli- 
cation of rail carriers to raise freight 
rates in order to apply those permitted 
by the Interstate Commerce Commis- 
sion, held that the state commission was 
not authorized by law to grant authority 
to publish or apply temporary rates on 
intrastate traffic, and, therefore, the ap- 
plication was dismissed. Re Freight 
Rates and Charges (Case No. 9000). 


The Colorado commission, in consid- 
ering the petition of railroads for a 
freight increase, refused to follow a deci- 
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sion of the Interstate Commerce Com- 
mission awarding an increase and 
ordered that an independent investiga- 
tion be made. Re Railway Freight Rates 
and Charges (Application No. 8746, De- 
cision No. 29167). 


A motor carrier application for au- 
thority to transport genera] merchandise 
intrastate was denied by the Colorado 
commission where public need was not 
shown and common carriers in the area 
showed that the proposed service would 
be detrimental to their operations. Re 
Redfield (Application No. 8744-PP, De- 
cision No. 29389). 


In authorizing a municipality to con- 
struct a railroad grade crossing, the Cali- 
fornia commission stressed the fact that 
it is not the commission’s province to 
consider the effect of such authority upon 
uses of the property not related to rail 
purposes. Re Mill Valley (Decision No. 
40122, Application No. 27965). 


It is the oy of the initial carrier, in 
the absence of shipper routing instruc- 
tions, to forward shipments by the route 
giving the lowest combination of rates, 
according to the California commission ; 
but the carrier’s failure to do so does not, 
of itself, make the higher charges result- 
ing from a less favorable routing unlaw- 
ful. Bressi & Bevanda, Constructors, 
Incorporated et al. v. Santa Fe & West- 
ern Pacific (Decision No. 40570, Case 
No. 4756). 


The supreme court of Utah set aside 
a commission order awarding a certifi- 
cate of convenience and necessity to 
eight trucking concerns where the evi- 
dence in the record was insufficient to 
sustain commission findings that a pub- 
lic need existed for the services of a 
common carrier of sand, gravel, loose 
earth, and cement sufficient to justify 
placing eight new carriers in the field. 
McCarthy et al. v. Public Service Com- 
mission et al. 184 P2d 220. 
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IDAHO PUBLIC UTILITIES COMMISSION 


Re Mountain States Telephone & 
Telegraph Company 


Case No. F-1349 on rehearing, Order No. 1922 
October 6, 1947 


PPLICATION by telephone company for increase in rates; 
L \ emergency increase granted. 


Valuation, § 85 — Accrued depreciation. 


1, Full effect must be given to accrued depreciation in the establishment of 
a rate base, p. 36. 


Revenues, § 2 — Future needs — Fractional period. 
2. Not much reliance can be placed upon statistics based on a fractional 
period of a year in a determination of a rate of return necessarily extended 
into the unforeseeable future, nor may a single annual period be accepted as 
a basis of final and conclusive judgment, p. 36. 


Valuation, § 223 — Incompleted construction. 
3. Plant construction under an expansion program is not allowable as part 
of the rate base prior to the time of actual dedication of the new facilities 
to the public service, p. 37. 


Discrimination, § 166 — Telephone rates — Classification of exchanges. 
4. Classification of telephone exchanges according to the number of stations 
in each exchange of a statewide company avoids the statutory prohibition 
of discrimination where the division lines are well defined between each 
graduation, since the value and cost of service increase as the number of 
stations in any exchange increases, p. 39. 


Discrimination, § 166 — Telephone rates — Classification of exchanges — Over- 
lapping of numbers. 
5. Discrimination results from a classification of exchanges of a statewide 
telephone company in such a way that there is an overlapping of numbers 
as between groups, so that it is possible to have exchanges with the same 
number of stations assigned to different groups and paying different rates 
for the same service, p. 39. 
Rates, § 538 — Telephone — Classification of exchanges — Number of stations — 
Deferred applications. 
6. Assignment of telephone exchanges to various rate groups, in a classifi- 
cation of exchanges of a statewide company, should be made on the basis of 
the actual number of stations without including deferred applications, even 
though it may be thought that the exchanges would actually attain the higher 
numbers by the time the schedule becomes effective, p. 40. 


Valuation, § 293 — Working capital — Advance collections. 


7. Deduction of one month’s ave exchange revenue from working capi- 
tal of a telephone company is not objectionable on the ground that monthly 
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exchange revenues are not, in fact, collected one month in advance of due 
date, because of the extended period required by the billing cycle and the 
lapse of time between mailing and receipt of payment, when it appears that 
collections are, in fact, made a month in advance of the time they other- 
wise would be made where the same cycle starts a month later or at due 
date, p. 42. 


Expenses, § 114 — Federal income tax — Adjustment because of refinancing. 


8. The amount of saving in Federal income tax resulting from redemption 
of a bond issue should result in a corresponding reduction in expense allow- 
ance in a rate case, since the item is never paid as an income tax and should 
not be reflected as an item of expense, p. 42. 


Expenses, § 114 — Income tax — Payment for parent company. 


9. The amount of income tax paid by an operating telephone company for 
a parent corporation is an improper charge in the expenses of local opera- 
tions and should be regarded as an expense item of the parent company, 
p. 42. 


Rates, § 630 — Emergency increase — Unsettled conditions. 


10. A telephone rate increase during a period of unsettled revenues and 
expenses should be of an emergency character, subject to reéxamination 
in the light of less troublesome economics which may vary the results, 
p. 42. 


[Aucer, Commissioner, concurs in part.] 


* 


By the Commission: This proceed- 
ing came on regularly to be heard by 
the full Commission on rehearing pur- 
suant to the procedure set forth below. 

On November 14, 1946, the Moun- 
tain States Telephone and Telegraph 
Company, hereinafter called the Com- 
pany, filed its application, including 
schedule of proposed rates, for cer- 
tain increases in exchange and intra- 
state toll rates, and requested that 
increases, if granted, be made effective 
as of January 1, 1947, as to toll rate 
changes, and effective as to exchange 
rates on billing dates on and after 
January 1, 1947. 

On November 23, 1946, this Com- 
mission set said application for hear- 
ing on December 18, 1946, and issued 
due and legal notice thereof, all of 
which appears from the records and 
files of this Commission. In accord- 
ance with said notice, this matter 
came on for hearing in the office of 
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the Commission at Boise on December 
18, 1946, the entire Commission sit- 
ting. On January 10, 1947, the Com- 
mission, one Commissioner dissenting, 
entered its Order No. 1893, granting 
the application as filed, permitting the 
revised schedule of intrastate toll rates 
to become effective on January 11, 
1947, and the revised schedule of ex- 
change rates to become effective on 
the first billing dates subsequent to 
January 10, 1947. These billing dates 
occurred on January 11, 1947. 

On January 31, 1947, the Idaho 
Falls Chamber of Commerce, through 
its duly authorized attorney, filed an 
application for rehearing in the above 
entitled matter, and on February 26, 
1947, this Commission issued its Or- 
der No. 1899, granting the petition 
and setting the rehearing for April 29, 
1947, in the State Capitol at Boise, 
Idaho. Later, on good cause shown, 
the hearing was postponed to May 2/, 
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1947, at which time and place this 
matter came regularly on to be heard, 
pursuant to notice and order, Com- 
missioners Auger, Joy, and Beamer 
sitting, the latter Commissioner hav- 
ing qualified as a Commissioner on 
January 13, 1947, and having there- 
after made a thorough study of the 
transcript and exhibits in the original 
hearing in this case. The following 
appearances were made at the hearing 
on May 27, 1947: 

Elmer L. Brock and J. H. Shepherd, 
Denver, Colorado, for the Company; 
Ralph L. Albaugh, Idaho Falls, for 
the Idaho Falls Chamber of Com- 
merce, protestants; Maurice H. 
Greene, Boise, for Bert Decker, et al., 
as their interests might appear; Eli 
Weston, Boise, for the Idaho Potato 
and Onion Shippers Association, prot- 
estant; Robert E. Smylie, Assistant 
Attorney General, Boise, for the Com- 
mission, and for the state of Idaho; 
Richard E. Harper, Seattle, Washing- 
ton, for the Commission; and, Rulon 
E. Larsen, Utilities Auditor, Boise, for 
the Commission. 

Whereupon, the Commission pro- 
ceeded with the hearing aforesaid for 
a period of three days, wherein a num- 
ber of witnesses were called, sworn, 
and testified and were examined and 
cross-examined, and numerous ex- 
hibits, consisting of documentary evi- 
dence, were tendered and received by 
the Commission. 

After tendering and receipt of such 
evidence, both oral and documentary, 
as aforesaid, all parties herein rested 
and the matter was submitted to this 
Commission for determination and de- 
cision. Briefs were filed by the Com- 
pany and by the Commission and the 


Commission thereupon took the matter 
submitted under advisement. 

The Commission now makes the fol- 
lowing findings of fact: 

The Public Utilities Commission of 
the state of Idaho has exclusive juris- 
diction over all matters before it un- 
der the application herein and all the 
proceedings had pursuant thereto. 


The Mountain States Telephone and 
Telegraph Company is a Colorado 
corporation with its principal office 
in Denver, Colorado, and operates a 
general telephone exchange and toll 
service in the states of Arizona, Colo- 
rado, Idaho, Montana, New Mexico, 
Utah, Wyoming, and El Paso county, 
Texas. The Company is qualified to 
do business in Idaho and its principal 
office in Idaho is located in Boise. 
The Company operates a general ex- 
change and toll telephone business in 
that part of Idaho lying south of the 
Salmon river. The annual reports of 
the Company on file with this Com- 
mission, to and including December 
31, 1946, show the true and correct 
condition of said Company and reflect 
the earnings, expenditures, and value 
thereof in so far as total Company op- 
erations are concerned, and the same 
are adopted and by reference incorpo- 
rated herein and made a part hereof. 

In 1920, in accordance with the 
provisions of § 59-402, Idaho Code 
Annotated, the Company filed with 
this Commission an inventory of all 
its physical properties within the state 
of Idaho, which inventory was sub- 
sequently approved in full by the Com- 
mission as the original valuation of 
the property of the Company used and 
useful in the public service. From 
this beginning the book value of the 
property has increased from year to 
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year in a progressive manner and in 
accordance with recognized accounting 
methods and the Uniform Classifica- 
tion of Accounts to a book value as 
of December 31, 1946, of $11,978,901. 
All computations and _ conclusions 
made herein are based upon company 
furnished information. 

[1] Throughout this proceeding 
the Company has adopted a policy of 
computing and showing present return 
on average investment without giving 
consideration to accrued depreciation. 
The Commission will continue to ad- 
here to its formula, which gives full 
effect to accrued depreciation in the 
establishment of a rate base for the 
purpose of fixing a rate of return. 

As of November, 1946, the Com- 
pany estimated that approval of the 
new schedule (Exhibit E in this record 
of proceedings) would result in in- 
creases of approximately $405,000 in 
Company revenue from exchange rates 
and $121,000 from intrastate toll 
rates, a total of approximately $526,- 
000 per year. The increase in toll rates 
would be limited to tolls for calls over 
distances from 1 to 121 miles. From 
that point (121 miles) the schedule 
provided for a reduction, resulting as 
a matter of fact, in bringing the in- 
trastate toll rates over the longer dis- 
tances to more comparable position 
with reference to existing interstate 
rates. Therefore, the estimated in- 
crease of $121,000 represents the es- 
timated net increase in intrastate toll 
and, in fact, passes to the lower mile- 
age group any decreases effected in the 
higher mileage group. It is here mere- 
ly noted that the disparity heretofore 
existing between intrastate and inter- 
state toll rates in the mileage bracket 
of 1 to 121 miles is thereby increased 
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and made more disproportionate; a 
disparity which this Commission be- 
lieves should be the subject of serious 
study by the Company. 

[2] The rehearing, taking into con- 
sideration as it does the full year of 
1946, permits the Commission to ar- 
rive at more accurate conclusions as 
to 1946 than was possible from the 
evidence and exhibits of the December 
hearing, limited as that record was to 
a fraction of that year. It is the opin- 
ion of this Commission that not much 
reliance can be placed upon statistics 
based on a quarter or fractional pe- 
riod of a year in a determination of a 
rate of return necessarily extended in- 
to the unforeseeable future. This is 


well exemplified by the admitted neces- 
sity of making adjustments in the 
fourth quarter 1946 figures affect- 
ing all quarters of that year, and there- 


by rendering Company’s Exhibit No. 
26 in the December hearing inaccurate 
in its presentation of the relationship 
between net operating earnings and 
average investment. 

This Commission is not prepared to 
accept a single annual period as a basis 
of final and conclusive judgment of a 
fair rate of return, a position fully 
justified by an examination of Com- 
mission’s Exhibit No. 54. This ex- 
hibit shows an average rate of return 
over a 20-year period of 5.28 per cent, 
reaching a peak of 7.01 per cent in 
1939 and a low of 2.18 per cent in 
1933; and a precipitous decline from 
about 6.5 per cent in 1931 to 2.18 per 
cent in 1933. Even if annual trends 
were always indicative of the future, 
an entirely different conclusion would 
have to be drawn from the continued 
sharp trend downward in 1933, which 
sharply reversed itself in 1934. In 
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contrast to this deflationary period of 
1932-1933, as illustrated by Exhibit 
54, the evidence in this case shows a 
present high inflationary period ex- 
tending from the latter part of 1945 to 
the present time and into the im- 
mediately foreseeable future. Project- 
ing our study to March, 1947, the first 
full month that reflects the complete 
impact of the new rates, we find a net 
operating income of $55,000. This 
sum raised to an annual basis indicates 
an annual net operating income in ex- 
cess of $660,000, which, as will be 
shown, is far in excess of a fair return. 
This fact, likewise, is not sufficient 
evidence on which to base conclusions 
for the year 1947. Obviously, there- 
fore, the shorter the period contained 
in any trend study, the less reliable 
are the conclusions to be drawn there- 
from. 

The Company has set forth its in- 
tended expansion program over the 
next five years, the reasons which it 
believes explain the declining rate of 
return, and its alleged need for an 
increase in order to maintain its credit 
for the purpose of attracting capital 
with which to expand its investment 
and improve its service. 

[3] To the extent that the expan- 
sion program involves additional capi- 
tal investment, a rate of return cannot 
be considered or allowed on such in- 
vestment prior to the time of actual 
dedication of the new facilities to the 
public service. While the record in- 
dicates a declining rate of return, it 
also indicates that factors other than 
increased operating expenses con- 
tribute to this result. The increased 
demand for service is admittedly un- 
precedented and far beyond the ex- 
pectations of the Company. This has 


resulted in degrading the Company’s 
service and in its inability to meet 
tremendous demand for new service, 
with the consequent loss of revenue. 
It must be herein observed that while 
the Company has emphasized in- 
creased expenses, actual and prospec- 
tive, it has made no attempt to esti- 
mate the additional revenues that will 
result by rendering the quality and 
quantity of service now demanded by 
the public. Adequate service is a 
statutory requirement and a prerequi- 
site of fair return. (Section 59-302, 
Idaho Code Annotated.) However, 
the conclusion is inescapable that the 
attainment of such service will result 
in material increases in revenue, en- 
hancing the financial standing of the 
Company as a whole. There appears 
to be no cause for alarm in this respect 
when it is recalled that as recently as 
June, 1946, a refunding operation re- 
duced bond interest from 34 per cent 
to 2§ per cent with a substantial pre- 
mium to the Company on a new $35,- 
000,000 bond issue. 

The monthly averages of held orders 
for phone service disclosed by the rec- 
ord are as follows : 

Average number of held orders per 
month for 1945 


5,108 
Average number of held orders per 
month for ten months period, 1946... 3,261 


Total number of held orders as of March 

31, 1947 

Therefore, the held orders as of 
March 31, 1947, exceeded the month- 
ly average for the entire period of 
more than two years, and, as a matter 
of fact, the entire history of the Com- 
pany. In spite of the addition of 
19,089 phones for the statistical pe- 
riod, unfilled orders as of August 31, 
1947, total 7,385. Of this total, 5,491 
involve outside plant construction. 
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These facts are contained in a recent 
report submitted to the Commission 
by the Company, of which the Com- 
mission takes notice, and which by 
reference is incorporated herein and 
made a part hereof. 

The continuing large increase in 
number of phones and the unfilled de- 
mand point to two conclusions so far 
as Company’s future operations are 
concerned: (1) That future revenues 
of the Company will show substantial 
increase; (2) That operating ex- 
penses will be unusually large during 
this period of abnormal plant expan- 
sion. 

While the increased revenues in all 
probability will be of a permanent na- 
ture, the unusual expenses incident to 
this construction and particularly 


those occurring due to deferred main- 


tenance, will be, by their very nature, 
of comparatively short duration. Un- 
fortunately, this postwar program of 
“bringing the service up to Company 
standards” encounters an inflationary 
period of extreme proportions and un- 
predictable duration. Plant construc- 
tion, however, as previously stated, is 
not considered from the standpoint of 
rate of return until such time as it in 
fact becomes used and useful property 
in the public service. 

The Company freely admits that 
there is much public dissatisfaction 
with the quality of service now being 
rendered to its subscribers and that the 
service now being rendered does not 
meet Company standards. While the 
service furnished may be in some re- 
spects not “adequate, efficient, just, 
and reasonable” the defects in serv- 
ice are in the process of correction by 
the Company. There is reason to 
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believe, although the rehearing in this 
case indicated little progress in this 
direction, that the Company’s program 
can be relied on, for the purposes of 
the order, to restore the furnished 
service to that degree of adequacy 
which is demanded by our law. This 
development when it has fully matured 
should also reflect an increase in the 
revenue derived from the then used 
and useful plant. 

In its Order No. 1893, the Commis- 
sion found: 

“That from uncontroverted statis- 
tical evidence adduced by applicant, 
it appears that: (1) The number of 
Company telephones in Idaho has in- 
creased from 28,741 in 1923 to an esti- 
mated 72,543 (actual 72,581, and as 
of March 31, 1947, 74,640) at the 
end of 1946, giving some indication 
of the improvement in the intrinsic 
value of the service over a period of 
the last twenty-three years; (2) In the 
year 1946 alone, 13,225 telephones 
were added, exceeding the number 
gained in 1941 by nearly four and one- 
half times; (3) Nevertheless, at the 
end of October, 1946, the Company 
still held 4,397 unfilled applications 
for telephone service; (4) Comparing 
the average calls per day for the year 
1945 with the average calls per day 
for the month of September, 1946, the 
average originating local calls per day 
increased from 290,000 to 383,000, 
and toll messages increased from 3.- 
500,000 for the year 1945 to 4,200,000 
for the year 1946”, 

Taking the figures presented in 
Company Exhibits Nos. 2, 8, and 
12, the following calculations are 
made: 
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Average local calls per day, 1925... 148,174 
Company telephones in service, 1925 29,828 
Average calls per telephone per day A) 
Average local calls per day, March 

31, 1947 
Company _ telephones 

March 31, 1947 
Average calls per telephone per day 5.3 


The average number of calls per 
telephone per day over a period of 
more than twenty-two years has there- 
fore increased by less than 3 call. The 
average utilization of local service has 
remained practically stationary. The 
increase in number of phones, however 
great, is not a measure of increased 
value to the user. 

These conclusions are reinforced by 
the following figures, likewise taken 
from Company Exhibits, Nos. 2, 8, 
and 12: 

Toll messages originating in Idaho 

in 1923 1,092,665 
Number of phones in use in Idaho 

in 1923 28,741 
Average toll messages per phone, 

per month 3t 


Toll messages originating in Idaho 
in 1946 4,121,427 


in 1946 72,581 
Average toll messages per phone, 
per month 43 


It thus appears that certain of the 
statistics set forth in the above-quoted 
portion of our order were misleading 
in some details. 

Reference in the record to the fact 
that the Company has received no ap- 
preciable rate increase since 1927 ap- 


pears to merit passing notice. Under 
§§ 59-526 to 529, inclusive, of the 
Idaho Public Utilities Regulatory Act, 
a telephone corporation, electrical cor- 
poration, and water corporation enjoy 
a public monopoly of the territory 
served, a privilege granted no other 
class of utilities now operating in this 
state, except a gas corporation, of 
which but one remains. While the 


Commission might well take note of 
the historic line of rate reductions 
since 1927, it is more pertinent to here 
point out from the record in this case 
that during the 3-year period of 1931- 
1933, co-incident with a drop in the 
rate of return from 6.8 per cent to 
2.18 per cent, the Mountain States 
Company suffered a net loss of tele- 
phones in service of approximately 
8,168. A fair conclusion for that par- 
ticular period would therefore be that 
the rates were prohibitive to more than 
one-fifth of the total number of sub- 
scribers, operated to the detriment of 
the Company, and that a rate reduc- 
tion at that time might well have in- 
creased the net operating profit of the 
Company. 

[4, 5] The Company has departed 
from the usual and customary method 
of fixing exchange rates on the basis of 
classification of exchanges according 
to number of stations in each ex- 
change. Such a schedule, where the 
division lines are well defined between 
each graduation, avoids the statutory 
prohibition of discrimination on the 
Company advanced theory that as the 
number of stations in any exchange 
increases, the value and the cost of the 
service is increased. The schedule 
under immediate consideration has, 
however, incorporated a new and 
unique overlapping of numbers as be- 
tween groups as shown below, definite- 
ly raising the question of discrimina- 
tion. Section 59-315, Idaho Code 
Annotated, reads as follows: 

“No public utility shall, as to rates, 
charges, service, facilities, or in any 
other respect, make or grant any pref- 
erence or advantage to any corporation 
or person or subject any corporation 
or person to any prejudice or disad- 
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vantage. No public utility shall es- 
tablish or maintain any unreasonable 
difference as to rates, charges, service, 
facilities, or in any other respect, either 
as between localities or as between 
classes of service. The Commission 


1-Party 2-Party — 


From 

From 400 to 800 

From 700 to 1,500 

From 1,400 to 4,000 

From 3,700 to 7,000 

Exception must be taken to this 

schedule in so far as the numbering 
system within the groups is concerned. 
Under such an overlapping system it 
is possible, and, in fact, it has already 
occurred, that exchanges falling with- 
in the limits of Group I are placed in 
Group II because they exceed the 
lower limit of the higher group. Fur- 
ther, it is possible under such a sched- 
ule to have two exchanges with exact- 
ly the same number of stations as- 
signed to different groups and paying 
different rates for precisely the same 
service. This possibility readily be- 
comes reality with such a system of 
overlapping schedules having in com- 
mon a range of 50 stations that would 
come within either the first or second 
group, 100 stations between the second 


1-Party 2-Party = 


From 700 to 1,400 
From 1,400 to 4,000 
From 4,000 to 7,000 
[6] In conclusion, with reference to 
Exhibit E, from information furnished 
by the Company, we find that as of the 
time of original filing of classified 
groups, assignment to the various 
groups was made on the basis of actual 
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shall have the power to determine any 
question of fact arising under this 
section.” 

The following is the classification of 
exchanges contained in Exhibit E: 


Residence 
1-Party moa 4-Party 
- 


Business 


3.50 

4.00 

4.25 

4.50 see 
5.00 4.50 
5.50 4.50 . 
and third groups, third and fourth, 
fourth and fifth, and common ground 
of 300 stations between the fifth and 
sixth groups. Thus the basic Com- 
pany theory of higher rates as a meas- 
ure of higher value incident to in- 
creased number of stations is compro- 
mised, and abandoned in so far as the 
overlapping intermediate areas are 
concerned. 

This schedule as it now stands is 
discriminating in that it establishes 
and maintains unreasonable difference 
as to rates as between classes of serv- 
ice, and as such violates the provi- 
sions of § 59-315 (supra). It is the 
opinion of this Commission that the 
following numbering system is more 
equitable, more clearly defined as be- 
tween groups, and will be approved. 


Residence 

1-Party 2-Party yen 

2.50 

2.50 

2.75 

2.75 

3.00 

3.25 
number of stations plus deferred ap- 
plications. The Company’s explana- 
tion of such inclusion beyond the num- 
ber of actual stations at the time of fil- 
ing was anticipation on their part that 
the exchanges would actually attain 


Business 


3.50 


4.50 
4.50 
5.00 
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the higher numbers by the time the 
schedule became effective. It is the 
opinion of this Commission that only 
the actual number of stations con- 
tained in any exchange at the time of 
fling should be the basis of group 
classification. The Commission will 
order that Exhibit E in this record be 
amended to conform to the classifica- 


tion numbering system for exchanges 
set forth above, and that in computing 
the applicable classification for any ex- 
change only those telephones actually 
in service on the exchange be consid- 
ered. 

The conclusions of this Commission, 
in so far as the year 1946 is concerned, 
are shown in the following tabulations. 


MountTAIN STATES TELEPHONE & TELEGRAPH COMPANY 
Revised Rate of Return—1946 


Rate Base 
Fixed Capital, 1/1/46 
Fixed Capital, 12/31/46 


Average for Year 
Working Capital 
One Month’s Average Operating Expense 
Material and Supplies 


Less One Month’s Average Exchange Revenue 


Total Working Capital 


Total Fixed Capital and Working Capital 
Less Apportioned Depreciation Reserve 


Rate Base 

Net Operating Income as Reported 

Adjustments : : r 
Income Tax Saving on Refinancing 


Income Tax Paid for A. T. & T. Co. ....... 


Total Net Operating Income Plus Adjustments 
Less Pension Accruals from Account 323 


Adjusted Net Operating Income 
Rate of Return for 1946 


$10,956,425.00 
11,978,901.00 $22,935,326.00 


11,467,663.00 


188,426.00 


551,584.00 
177,305.00 


$374,279.00 


$11,841,942.00 
$3,947,429.00 


$7,894,513.00 


eeeeeeereeeseeee 


$378,714.01 
487% 


Allowing a Reasonable Rate of Return on Above Calculated Rate 


Base—54% 


Increase Required to Produce 54% on 1946 Operations 


$7,894,513.00 $434.198.00 


$78,797.28 


Mountain STATES TELEPHONE & TELEGRAPH CoMPANY 
Revenue Requirements 


Existing Capital Structure 
Common Stock 6% 
Bonds 2#%—40 years 
A. T. & T. 22% 
Amortization on Cost of Financing 


Revenue Requirements .........ssceseceeess 


Apportionment to Idaho 
Fixed Capital—1946 Average for Idaho 


Fixed Capital—1946 Average for System .... 


Ratio 
Revenue Requirements from Idaho 


Fair Return on Idaho Rate Base ....... cheer 
Available for Surplus from Idaho ...........- 


41 
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I tment R te 
nvestmen equirements 
$57,564,300.00 $3,453,858.00 
35,009,000.00 918,750.00 
7,250,000.00 199,375.00 
5,573.00 


$4,577,556.00 


$11,967,778.00 
263,645.00 
8.0178% 
$367,019.00 
$434,198.00 
$67,179.00 
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While the finding of the Commis- 
sion in the above “Revised Rate of 
Return—1946” speaks for itself, three 
individual items of that finding, about 
which considerable controversy and 
testimony centered, should be given 
brief explanation. 


1. Deduction of one month’s average 
exchange revenue from working 
capital. 

[7] The Company maintains that 
monthly exchange revenues are not, 
in fact, collected one month in advance 
of due date because of the extended 
period required by the billing cycle and 
the lapse of time between mailing and 
receipt of payment. While this is 
doubtless true, the Commission is of 
the opinion that collections are, in 
fact, made a month in advance of the 
time they otherwise would be made 
where the same cycle starts a month 
later, or at due date. 


2. Adjustment of income tax saving 
on refinancing. 

[8] The redemption of a bond issue 
by the Company resulted in the Com- 
pany paying $609,000 less income tax 
than it otherwise would have paid: 
The Idaho portion of this saving to the 
Company, amounting to approximate- 
ly $48,720, was included as an item 
in Idaho expenses. The item never ac- 
crued as income tax, was never paid 
as income tax, and should not, there- 
fore, be reflected as an item of expense. 


3. Income tax paid for American Tele- 
phone and Telegraph Co. 

[9] Testimony showed inclusion of 
an item of $12,000 for income tax paid 
for the American Telephone and Tele- 
graph Company in a breakdown of the 
14 per cent fee under the license con- 
tract. While the Commission does 


not object to charges for legitimate 
service performed under and pursuant 
to this contract with the American 
Telephone and Telegraph Company, 
this particular item appears to us to 
be an improper charge in the expenses 
of the Idaho operations of the Moun- 
tain States Company, and should prop- 
erly be regarded as an expense item 
of the American Company. 

Considerable space in the record 
is devoted to the “separation study” 
conducted jointly by the Federal Com- 
munications Commission, the National 
Association of Railroad and Utilities 
Commissioners, and the American 
Telephone and Telegraph Company, 
and was referred to in counsel’s brief. 
It is our understanding that all de- 
tails of this proposal have not yet 
been worked out. Whether or not 
this Commission will adopt the plan 
of separation of interstate and intra- 
state revenues and expenses finally pro- 
posed cannot be determined at this 
time. The method used in the above 
“revised rate of return” is that hereto- 
fore employed by this Commission and, 
in the judgment of the Commission, is 
fair, equitable, and in accordance with 
law. 

[10] While the evidence in this case, 
both oral and documentary, terminates 
with the first full quarter of 1947, no 
satisfactory conclusion is possible 
without taking notice of certain facts 
which have occurred subsequent to 
that time. In the second quarter of 
1947, the Company was confronted 
with a labor strike of about six weeks’ 
duration, terminating in a settlement 
involving substantial increase in 
wages. During this period of unsettle- 
ment revenues declined sharply fol- 
lowed by substantial increases in op- 
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erating expense due to wage increases. 
The Commission has had the benefit of 
examination of the monthly operating 
reports of the Company, which are 
incorporated herein and made a part 
hereof by reference. Considering 
these reports and the other unusual 
factors heretofore mentioned, some of 
which may prove to be of a nonrecur- 
ring character, it is the opinion of the 
Commission that the year 1947, as 
developed in the statistics available up 
to this time, does not afford a sound 
basis for determining the questions 
here involved in a final and conclusive 
manner. The Commission is of the 
opinion that the Company is subject 
to factors having immediate impact 
on its expenses although there appears 
reason to believe that these same fac- 
tors will cease to be effective when the 
Company’s expansion program emerg- 
es from the high inflationary cycle 
it has encountered. For these reasons 
the situation under examination in 
this proceeding has a definitely emer- 
gency character and is therefore treated 
as an emergent circumstance. 

The rates approved herein are esti- 
mated to produce an increase of reve- 
nue to the Company approximating 
$526,000. This increase in revenue, 
extended and applied to the rate base 
of the Company as of the close of busi- 
ness on December 31, 1946 ($7,- 
894,513), would have produced a rate 
of return of 8.27 per cent. This rate 
applied to 1946 business would have 
been, in the Commission’s opinion, 
clearly exorbitant. However, the fac- 
tors arising since the termination of 
the 1946 accounting period, notably 
strikes and wage increases, the high 
inflationary cycle encountered by the 
Company expansion program, with its 


attendant tendency to increase opera- 
tion costs, make it almost impossible to 
apply 1946 experience to a rate struc- 
ture projected into the future. We be- 
lieve that these factors justify the in- 
creased rates as an immediate measure. 
However, the economic factors now 
bearing on the Company’s operations 
are temporary in nature and many of 
them will dissipate or disappear as 
the construction program develops and 
the economic situation crystallizes. 
For that reason the year 1946 and the 
portion of 1947 under examination, 
in our opinion, do not provide a sound 
basis on which to erect a permanent 
structure of rates greatly increasing 
the burden on the ratepayer. The con- 
dition of the Company and the eco- 
nomic circumstances currently pre- 
vailing are emergent in character and 
for that reason seem to us to require 
emergent treatment. Reéxamination 
of the rate structure in the light of less 
troublesome economics may well vary 
the results had in this proceeding. For 
that reason we regard continued re- 
éxamination of the rates as a necessary 
corollary to the relief herein afforded 
to the Company. 

Pursuant to the foregoing the Com- 
mission now makes the following or- 
der : 

It is hereby ordered that Order No. 
1893 heretofore issued herein be, and 
the same is hereby, rescinded, from and 
after the thirty days hereinafter pro- 
vided. 


It is further ordered that the Com- 
pany file with this Commission not 
later than thirty days from the filing of 
this order an amended exchange rate 
tariff, which said tariff shall adjust its 
classification of exchanges to make 
such classification conform to the views 
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set forth in this order; and that ex- 
changes be classified therein on the 
basis of telephones actually in service 
on the exchange. 

It is further ordered that the classi- 
fication of exchanges for the purpose 
of establishing exchange rates, as 
amended in accordance with the terms 
of this order, be placed in effect and 
the rates therein specified are hereby 
declared to be justified and shall be 
applied to exchange service in each of 
the exchanges served by the Company 
in this state on the first billing date 
subsequent to January 1, 1948, subject 
to all the other terms of this order ; that 
each of such exchanges so classified 
remain in that classification for a pe- 
riod of not less than six months; that 
when, because of an increase or de- 
crease in the number of stations at- 
tached to an exchange, such exchange 
becomes eligible for a different classifi- 
cation, either higher or lower, and has 
remained so eligible for a period of six 
months, the Company shall petition 
this Commission for a change in such 
classification in accordance with the 
rules of the Commission. Such peti- 
tion shall be made in the same manner 
and form as an application for an in- 
crease or decrease of exchange rates 
for the exchange concerned. 

It is further ordered that the intra- 
state toll rates set out in the attachment 
hereto are approved and the same shall 
remain in effect, subject to all the other 
terms of this order. 
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It is further ordered that the toll 
tariffs and exchange tariffs approved 
herein be, and the same hereby are, ap- 
proved as emergency tariffs only and 
such tariffs shall not be effective from 
and after the first billing date in Janu- 
ary, 1949, as to exchange tariffs and 
January 1, 1949, as to toll tariffs, or 
from and after such further order of 
this Commission, whichever date shall 
be earlier. 


AuGER, Commissioner, concurring 
in part: As I do not concur in or ac- 
cept all the inferences of fact, deduc- 
tions, and predictions contained in 
the preamble to the foregoing order as 
emanating from the evidence in this 
proceeding, and also sincerely doubt 
the integrity of a formula establishing 
a diminishing rate base in effect (a 
ghost which was said to be buried in 
the Hope Natural Gas Case by the 
United States Supreme Court [1944] 
320 US 591, 88 L ed 333, 51 PUR 
NS 193, 64 S Ct 281, and the body 
now seeking birth in the foregoing 
holdings), in view of the substantial 
relief afforded, and the inadvisability 
of debating at the time of fire itself the 
proper or most appropriate method >f 
controlling a fire and alleviating its re- 
sulting distress, akin to the emergent 
relief sought herein, I concur in the 
second, third, and fourth paragraphs 
of the order itself as distinguished from 
the preamble, reserving statement un- 
til time of freedom from stress, 
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INDIANA PUBLIC SERVICE COMMISSION 


Re Public Service Company of Indiana, 
Incorporated 


No. 19520 
Amended Order September 25, 1947 


ETITION by electric utility for authority to construct, own, 
Pr and operate additional electric utility facilities; granted. 


Monopoly and competition, § 54.1 — Company versus codperative — Public in- 


terest. 


1. The essential determination which the Commission must make in a pro- 
ceeding to determine whether a public utility company should be permitted 
to serve an area within the franchise area of a rural electric cooperative 
is how the public interest will best be served, p. 51. 


Certificates of convenience and necessity, § 88 — What constitutes necessity. 
2. The convenience and necessity which must be shown by an applicant 
for authority to render electric service is the convenience and necessity of 
the public as distinguished from that of an individual or any number of 
individuals and from that of the corporations or individuals applying for 


or opposing the application, p. 51. 


Monopoly and competition, § 54 — Electric utilities — Division of service — Pub- 


lic convenience. 


3. Public convenience and necessity require that any division of service be- 
tween electric utilities within a single community be avoided wherever 


possible, p. 51. 


Certificates of convenience and necessity, § 102 — Electric utilities. 
4. Public interest will best be served if a housing project area located on 
the outskirts of a town is served by the same utility which has a franchise 
right to serve the town, so that the rights for, rates for, and standards of 
electric service will be uniform throughout the area, p. 52. 


APPEARANCES: Edmond W. Hebel 
and Charles W. Campbell, Attorneys, 
Indianapolis, for petitioner ; Ewing E. 
Wright, Attorney, Osgood, and Davis, 
Baltzell, Hartsock & Dongus, by Har- 
vey B. Hartsock, Attorney, Indianap- 
olis, for respondent, Southeastern In- 
diana Rural Electric Membership Cor- 
poration; Davis, Baltzell, Hartsock & 
Dongus, by Harvey B. Hartsock, At- 


torney, Indianapolis, for respondent, 
Indiana Statewide Rural Electric Co- 
operative, Inc.; Robert E. Jones, As- 
sistant Public Counsellor, Indianapo- 
lis, for the public. 


By the Commission—Bailey, Ex- 
aminer: On May 15, 1947, Public 
Service Company of Indiana, Inc. 
(hereinafter called “Petitioner”), an 
Indiana corporation, filed with the 
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Commission its verified petition 
wherein it prayed for an order by this 
Commission (i) declaring that public 
convenience and necessity require the 
construction, ownership, operation, 
management, and control by Petitioner 
of electric lines and facilities within an 
area (hereinafter called the “Housing 
Project Area’) consisting of 19.30 
acres located immediately adjacent to 
and on the southwest side of the town 
of Versailles, Ripley county, Indiana 
(hereinafter called “Versailles” ), and 
(ii) making such other and further or- 
ders in the premises as the Commis- 
sion may deem appropriate and proper. 

Said petition was docketed as Cause 
No. 19520 of this Commission. Pur- 
suant to notice of hearing published 
and mailed to interested parties as pro- 
vided for by law, a public hearing was 
convened and commenced in the rooms 
of this Commission, 401 State House, 
Indianapolis, Indiana, at 10 o’clock, a. 
M., central daylight saving time, on 
Tuesday, July 8, 1947. Said hearing, 
not being completed on said date, the 
same was adjourned to reconvene at 
the same place at 10 o’clock, A. M., cen- 
tral daylight saving time, on Friday, 
July 11, 1947. On said last-men- 
tioned date, said hearing was com- 
pleted. At said hearing appearances 
on behalf of Petitioner, the public, re- 
spondent Southeastern Indiana Rural 
Electric Membership Corporation 
(hereinafter called “Southeastern 
REMC”) and respondent Indiana 
Statewide Rural Electric Cooperative, 
Inc. (hereinafter called “Statewide 
REC”) were entered as above noted. 

During the hearing oral testimony 
was given under oath by witnesses 
called by Petitioner and by witnesses 
called by the respondents. During the 
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hearings Petitioner identified certain 
documents as Petitioner’s Exhibits 
numbered 1 to 14, both inclusive, and 
offered the same in evidence. All said 
documents were admitted in evidence. 
During said hearings, respondents 
identified certain documents as Re- 
spondent’s Exhibits letter A (parts 1 
and 2), B (parts 1 and 2), C (parts 
1, 2, 3, 4), D (parts 1 and 2), E, F, 
and G, and offered the same in evi- 
dence. All said documents were so ad- 
mitted. 

During the hearings all the parties 
to this proceeding stipulated on the 
record that either Petitioner or South- 
eastern REMC had the financial abil- 
ity to provide the necessary facilities 
to serve electricity to the Housing 
Project Area; and also stipulated on 
the record matters showing the respec- 
tive effective dates of the articles of in- 
corporation and amendments thereto 
of Statewide REC and Southeastern 
REMC, which articles and amend- 
ments had been introduced in evidence 
as exhibits in this cause. 

The Commission, having heard and 
considered all the evidence presented 
in this cause and being fully advised in 
the premises, finds that the material al- 
legations of said verified petition are 
true and have been proved. 

The Commission further finds from 
the evidence that Petitioner is an In- 
diana corporation organized under 
The Indiana General Corporation Act; 
has its principal business office in the 
city of Indianapolis, Indiana; is a pub- 
lic utility engaged in rendering electric 
utility service in municipalities and 
rural areas in the north central, cen- 
tral, and southern parts of the state of 
Indiana and has rendered such service 
for many years; and is subject to the 
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jurisdiction of the Commission in the 
manner and to the extent provided by 
the laws of the state of Indiana. 

The Commission further finds from 
the evidence that Southeastern REMC 
has its general office in the town of Os- 
good, Indiana; that Statewide REC 
has its general office in the city of In- 
dianapolis, Indiana; that each of said 
respondents is a codperative organiza- 
tion created under the Rural Electric 
Membership Corporation Act (herein- 
after, as amended, called the “REMC 
Act”) ; that Statewide REC is a gen- 
eral district corporation and the area 
comprising the Housing Project Area 
is included in territory described in its 
articles of incorporation; that South- 
eastern REMC is a local district cor- 
poration and the aforesaid area is in- 
cluded in the territory described in its 
articles of incorporation as territory in 
which it has authority to render electric 
service to its members; and that said 
coéperative organization has lawful 
authority to supply electric service only 
to persons who become and remain 
members thereof. 

The Commission further finds from 
the evidence that Petitioner renders 
electric distribution service as a public 
utility within and to Versailles, a town 
of approximately 600 inhabitants ; that 
such service is rendered under a fran- 
chise granted on April 16, 1945, by 
Versailles to William Smith, who at 
said date and for many years prior 
thereto had operated electric distribu- 
tion service in Versailles; that said 
franchise, among other things, grants 
to the holder thereof “‘an indeterminate 
permit, franchise, right, and privilege 
to have, place, erect, construct, install, 
replace, renew, repair, maintain, ex- 
tend, and operate, in, along, upon and 


under any and all of the public high- 
ways, streets, and alleys within the 
municipality (i. e. Versailles) within 
its present and future corporate lim- 
its” electric facilities “for the purpose 
of supplying and furnishing electric 
energy to the municipality and the in- 
habitants thereof ;” that the ordinance 
granting said franchise contains a pro- 
vision that said franchise shall not be 
construed as giving to the grantee 
thereof, or his successors or assigns, 
the right to serve electric energy as a 
public utility in the Housing Project 
Area unless and until a declaration of 
public convenience and necessity be 
procured from this Commission as pro- 
vided in § 18 of the REMC Act; and 
that Petitioner, pursuant to authoriza- 
tion granted by the Commission in and 
by its order entered in Cause No. 
17070 on June 13, 1945, purchased 
from said William Smith on July 2, 
1945, the electric utility property and 
rights (including the aforesaid fran- 
chise) now being used by petitioner in 
and in connection with rendering elec- 
tric utility service in Versailles. 

The Commission further finds from 
the evidence that about 1942 the Fed- 
eral government established a housing 
project known as the “John Paul 
Homes Project,” in the Housing Proj- 
ect Area; that at the time of the estab- 
lishment of such project the Housing 
Project Area was outside of but im- 
mediately adjacent to the corporate 
limits of Versailles ; that as a condition 
for the placing of such project within 
the area adjacent to Versailles, the 
Federal government required that 
Versailles accept the Housing Project 
Area as a part of the incorporated town 
to the end that municipal services that 
the Federal government requested be 
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made available would be available on 
a basis comparable to those in the other 
parts of Versailles; that the Housing 
Project Area was brought within the 
corporate limits of Versailles; that 
homes were constructed in such area 
by the Federal government for 100 
families and approximately such num- 
ber of families now reside within such 
area; that the business area of Ver- 
sailles is all located outside the Hous- 
ing Project Area; and that there are 
approximately 200 families and busi- 
nesses within Versailles, but outside 
the Housing Project Area, who are re- 
ceiving electric utility service from pe- 
titioner. 

The Commission further finds from 
the evidence that as a part of the con- 
struction of said housing project, the 
Federal government built therein an 
electric distribution system to supply 
electricity to the homes in said proj- 
ect; that it has at all times since the 
construction of such facilities owned 
and operated the same and supplied 
electric service to its tenants in the 
Housing Project Area at flat rates 
fixed by it; that as a part of its said 
operations, it supplied street lighting 
in said area; that the electric energy 
so supplied has at all times been pur- 
chased at wholesale by the govern- 
ment from Southeastern REMC at 
rates that Southeastern REMC has 
never placed on file with this Commis- 
sion ; that the annual gross revenue of 
Southeastern REMC from such sales 
have been between $2,400 and $3,000; 
that said electric energy so supplied the 
government has at all times been ob- 
tained by Southeastern REMC 
through the purchases at wholesale 
from petitioner; and that during the 
construction of said housing project 
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Southeastern REMC furnished elec- 
tric energy to the contractor doing the 
construction work. 

The Commission further finds from 
the evidence that, in carrying on its 
activities in the Housing Project Area, 
the Federal government has been and 
is acting by and through its agency 
known as the Federal Public Housing 
Authority ; that said agency is now en- 
gaged on behalf of the Federal govern- 
ment in disposing of the government’s 
interest in said housing project, and 
to that end (a) has disposed of part of 
the housing units in the Housing 
Project Area (b) has conveyed the 
water and sewage facilities to Ver- 
sailles, and (c) has announced, by 
sending forms of bid and general con- 
ditions of sale to Southeastern REMC 
and to petitioner, that it intends to sell 
the electric distribution system and 
street lighting facilities located within 
the Housing Project Area; and that, 
upon the consummation of such sale, 
the Federal government will cease to 
engage in the business of distributing 
electric energy to consumers, and it 
will therefore be necessary for the per- 
sons within the Housing Project Area 
to obtain electric service directly from 
some other source. 

The Commission further finds from 
the evidence that petitioner is ready, 
able and willing to render electric pub- 
lic utility service to all consumers re- 
siding within Versailles, including 
those within the Housing Project 
Area ; that petitioner is seeking to pur- 
chase from the Federal government the 
existing electric facilities within the 
Housing Project Area, and, if the 
same be acquired, petitioner will, sub- 
ject to procuring the necessary author- 
ity from this Commission, use the 
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same to render such electric public util- 
ity service in the Housing Project 
Area; that, if such facilities cannot be 
so purchased, then Petitioner is ready, 
willing, and able to construct such elec- 
tric distribution and street lighting fa- 
cilities in the Housing Project Area 
as are necessary in order to render 
therein adequate electric public utility 
service ; and that petitioner is financial- 
ly able to make from time to time, and 
will make if granted a declaration of 
convenience and necessity by this Com- 
mission, such additions, extensions, 
and improvements in said electric dis- 
tribution facilities as may be required 
in order to provide adequate electric 
utility service to all present users there- 
in and for all persons therein hereafter 
seeking electric utility service. 

The Commission further finds from 
the evidence that neither Statewide 
REC nor Southeastern REMC has 
given its written consent to the grant- 
ing by the Commission of the declara- 
tion prayed for by petitioner; that 
Statewide REC and Southeastern 
REMC are opposing the granting of 
such declaration; and that no corpo- 
ration formed or admitted to do busi- 
ness under the REMC Act (other than 
Statewide REC and Southeastern 
REMC) is at this time, and no other 
corporation or any public utility is at 
this time by any former approval, dec- 
laration, or franchise by this Commis- 
sion, authorized to serve the Housing 
Project Area or any part thereof. 

The Commission further finds from 
the evidence that Southeastern REMC 
has a 3-phase transmission line run- 
ning along the north side of the Hous- 
ing Project Area, and single-phase 
lines running along the east and west 
sides of the Housing Project Area; 
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that none of said lines were built for 
the purpose of serving the Housing 
Project Area, but were, prior to the 
Federal government’s program for 
said project, constructed for the pur- 
pose of providing electric energy to the 
farm families in the areas in which the 
cooperative service of Southeastern 
REMC was to be available ; that, prior 
to the development of the housing 
project, there were no users of electric 
energy in the Housing Project Area 
except one farm user who was sup- 
plied with electric energy by South- 
eastern REMC; that said farm user 
is now located outside of Versailles 
and south of the Housing Project 
Area and is being supplied electric en- 
ergy by Southeastern REMC, and 
service to him is not involved in this 
proceeding. 

The Commission further finds from 
the evidence that the Housing Project 
Area is no longer farm or rural area 
territory, but is an integral part of 
Versailles and within its corporate lim- 
its; that there are no farm families, as 
such term is used in the REMC Act, 
residing within the Housing Project 
Area; that, if a declaration of public 
convenience and necessity be granted 
petitioner by the Commission, there 
will be made available to users (in- 
cluding the municipal authority) in 
the Housing Project Area electric pub- 
lic utility service which will be ren- 
dered at the same rates and conditions 
of service as are from time to time ap- 
plicable to electric users located in the 
other areas of Versailles; that South- 
eastern REMC is authorized by law 
to supply electric service only on a co- 
dperative basis to persons who become 
members thereof and assume the ob- 
ligations of such membership ; that un- 
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der the articles of incorporation and 
bylaws of Southeastern REMC a 
membership fee of $5 is required to be 
paid by each person becoming a mem- 
ber; that the basis on which rates for 
service are to be fixed is, under the 
provisions of the REMC Act, substan- 
tially different than the basis provided 
for under the Public Service Commis- 
sion Act in the case of public utilities ; 
and that the governmental regulatory 
control in respect of service and the 
adequacy thereof is, under the appli- 
cable statutes, substantially greater in 
the case of public utilities than it is in 
the case of codperative organizations 
functioning under the REMC Act. 
The Commission further finds from 
the evidence that the president of the 
board of trustees of Versailles and the 
town attorney for Versailles have tes- 
tified in these proceedings that, in their 
judgment, the best interests of Ver- 
sailles will be served if there is avail- 
able throughout the entire area of Ver- 
sailles electric public utility service by 
the petitioner which is the holder of 
the franchise granted by Versailles; 
that, prior to the filing of the petition 
in this cause, representatives of 80 of 
the 100 families residing in the Hous- 
ing Project Area and representatives 
of 136 of the approximately 187 fam- 
ilies residing in Versailles in areas out- 
side the Housing Project Area ex- 
pressed in written petitions, prepared 
and circulated by petitioner, the view 
that electric public utility service by 
petitioner should be made available 
throughout the entire corporate limits 
of Versailles ; that shortly prior to the 
hearing in this cause, Southeastern 
REMC circulated in Versailles respec- 
tive petitions, which counsel for South- 
eastern REMC testified he had pre- 
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pared, wherein it was requested that 
the declaration sought by petitioner in 
this cause be denied ; that petitions cir- 
culated by Southeastern REMC were 
signed (a) by sixty-two persons resid- 
ing in the Housing Project Area, who 
had signed a petition circulated by pe- 
titioner and who in the petition cir- 
culated by Southeastern REMC asked 
the withdrawal of their names from 
the earlier petition, and (b) by twenty- 
one persons residing in the Housing 
Project Area who had not signed a 
petition circulated by petitioner; that 
petitions circulated by Southeastern 
REMC were signed (i) by seventy- 
nine persons residing in Versailles but 
outside the Housing Project Area who 
had signed the petition circulated by 
Petitioner and who in the petition cir- 
culated by Southeastern REMC asked 
a withdrawal of their names from the 
earlier petition (including two signers 
who specifically noted that they did not 
join in the request for the denial of a 
declaration to petitioner), and (ii) by 
twenty-nine persons residing in Ver- 
sailles but outside the Housing Proj- 
ect Area, who had not signed a peti- 
tion circulated by petitioner; that evi- 
dence introduced by Southeastern 
REMC shows that some of the persons 
signing the petitions circulated by pe- 
titioner in the Housing Project Area 
were under the impression, from state- 
ments claimed to have been made by a 
representative of petitioner, that 
Southeastern REMC could not in any 
event distribute electric energy in the 
Housing Project Area and that such 
understanding influenced them in sign- 
ing the petition ; that the petitions sub- 
mitted by Southeastern REMC for sig- 
natures refer to Southeastern REMC 
continuing “to serve electrical energy 
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in and to the residents” of the Housing 
Project Area,—although the evidence 
shows clearly and Southeastern 
REMC admits that the Federal gov- 
ernment has at all times served elec- 
trical energy in and to the residents of 
the housing project and that the exist- 
ing method of service will not con- 
tinue to be available because of the dis- 
position program of the Federal gov- 
ernment; that the persons soliciting 
signatures on the petitions circulated 
by Southeastern REMC did not ad- 
vise the persons solicited as to the 
membership requirements in case of 
service by Southeastern REMC or as 
to the differences in regulatory con- 
trol in the case of a public utility serv- 
ice and in the case of service by a co- 
éperative organization under the 
REMC Act; and that, so far as ap- 
pears from the evidence, the signa- 


tories on the various petitions did not 
have knowledge of and did not give 
consideration to such factors. 


The Commission further finds from 
the evidence that the rates under which 
petitioner or Southeastern REMC sup- 
ply electric energy in the Housing 
Project Area are subject to the juris- 
diction of this Commission, but the 
provisions of the REMC Acct fix a ba- 
sis for establishing rates which is dif- 
ferent than that in the case of public 
utilities; that under present general 
residential schedules, consumers using 
between 0 and 200 kilowatt hours a 
month would get the same from 50 
cents to 2 cents cheaper if purchasing 
from petitioner than if purchasing 
from Southeastern REMC; that, un- 
der such schedules, consumers of more 
more than 200 kilowatt hours per 
month would get the same cheaper if 
purchasing from Southeastern REMC, 


such difference being 8 cents for 200 
kilowatt hours and increasing there- 
after ; that the average monthly use per 
residential customer in Versailles, ex- 
clusive of the Housing Project Area, 
is about 67 kilowatt hours, at which 
consumption the rates of petitioner 
provide a charge about 30 cents lower 
than the Southeastern REMC rate; 
that the average monthly use of all 
members of the Southeastern REMC 
is about 90 kilowatt hours; and that 
in the Housing Project Area, where 
the energy is not now metered to: the 
customers, the average use is esti- 
mated at about 179 kilowatt hours a 
month. 

[1,2] The essential determination, 
which the Commission must make in 
this case, is that of how the public in- 
terest will best be served. It is the 
need, welfare, and convenience of the 
public, and what is best fitted or suited 
to meeting the same, that must be the 
predominant consideration by the 
Commission in exercising the regu- 
latory responsibility that the legisla- 
ture has placed upon it in such a case 
as this. Public good and convenience 
is the yardstick to be applied in deter- 
mining the advisability of granting or 
denying the declaration sought. The 
convenience and necessity which is re- 
quired is the convenience and necessity 
of the public, as distinguished from 
that of an individual or any number of 
individuals and from that of the cor- 
porations or individuals applying for 
or opposing the declaration sought. 

[8] The Commission has before it 
here a situation in which the Federal 
government is disposing of its interest 
and operations in a war housing proj- 
ect. Determination must now be made 
as to the supplying of electric service 
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to the residents within such project 
area. The facts show that such proj- 
ect area is within the corporate limits 
of a municipal corporation in which 
electric public utility service is now be- 
ing rendered by petitioner. Except 
for the fact that this area—then rural 
farm land—was included in an exten- 
sive description of territory in the 
charter of a rural electric membership 
corporation, the obligation to supply 
electric public utility service in the 
Housing Project Area, and the priv- 
ilege of each resident thereof to have 
such public utility service, would clear- 
ly exist without any action by the 
Commission. Petitioner is ready and 
willing to supply such public utility 
service if it be permitted so to do. The 
alternative is that a section of Ver- 
sailles would be deprived of the right 


to public utility service and that per- 
sons from time to time residing there- 
in will be placed in a different position 
in this respect than the residents of 


other parts of the town. This situa- 
tion is one which, barring exceptional 
circumstances, the Commission strong- 
ly believes it is not in the public inter- 
est to have exist; and in the judgment 
of the Commission public convenience 
and necessity require that such a di- 
vision of service within a single com- 
munity be avoided, if possible. No 
circumstances appear in this case which 
would justify a refusal to permit the 
making of public utility electric serv- 
ice available to everyone within the 
corporate limits of the town. 
Apparently Southeastern REMC 


opposes the granting of the declaration 
of public convenience and necessity to 
petitioner upon the ground that a cer- 
tificate of public convenience and ne- 
cessity for the REMC to operate in 
the territory has been granted to it by 
this Commission and that before this 
Commission makes a declaration that 
public convenience and necessity re- 
quire some one other than the REMC 
to furnish electric energy in the terri- 
tory, proof of such convenience and ne- 
cessity should be made to this Com- 
mission in proceedings provided in 
§ 18-b of the REMC Act. 

[4] The Commission finds, after 
considering all the evidence in this 
cause, that the public interest will be 
best served if electric utility service is 
rendered to the Housing Project Area 
by a public utility and by the same 
company that has a franchise right to 
supply electric public utility service in 
Versailles and a present obligation to 
render such service in all parts of Ver- 
sailles other than the Housing Project 
Area, in order that the rights for, rates 
for, and standards of service for elec- 
tric energy will be uniform through- 
out Versailles ; that public convenience 
and necessity require the construction, 
ownership, operation, management, 
and control by petitioner of electric 
lines and facilities within the Housing 
Project Area; and that a declaration 
of convenience and necessity to con- 
struct, own, operate, manage, and con- 
trol electric lines and facilities within 
the Housing Project Area should be 
issued to petitioner: and it will be so 
ordered. 
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ROCHESTER GAS & ELEC. CORP. v. MALTBIE 


NEW YORK SUPREME COURT, SPECIAL TERM, ALBANY COUNTY 


Rochester Gas & Electric Corporation 


Milo R. Maltbie et al. 


— Misc —, 73 NYS2d 377 
September 27, 1947 


OoTION by Commission to dismiss proceeding by gas and 
M electric company to review determination in regard to 
issuance of stocks and bonds, and motion by holding company for 
right to intervene; motion to dismiss denied and intervention 

permitted. 


Procedure, § 10 — Motion to dismiss for insufficiency. 
1. Allegations in a petition must be deemed to be true for the purpose of 
ruling on a motion to dismiss for insufficiency, so that, if taken as true, the 
petition states a cause of action and the motion must be denied, p. 54. 


Security issues, § 129 — Request for authority — Right to final determination. 
2. A utility applying to the Commission for authorization and approval of 
a plan for the sale of its stock is entitled to a determination either granting 
or denying its application, and the fact that, in the process of considering 
the application, negotiations were had on advisory matters did not deprive 
the utility of the right to an ultimate determination, p. 58. 


Security issues, § 129 — Advisory resolution — Imposition of conditions — Final 
determination. 
3. An advisory resolution by the Commission that a proposed plan for stock 
issuance, as amended by earlier advisory resolutions, would be acceptable 
only if certain new conditions are met, is in effect a denial of the petition 
for approval and may be considered a final determination, p. 58. 
Appeal and review, § 9 — What constitutes a final determination — Commission 
resolution. 
4. A utility may bring a proceeding to review a Commission decision as 
a final determination where, after a Commission resolution in regard to 
stock issuance has been made, the utility applies for a rehearing and states 
that its application is contingent on the resolution being considered a final 
determination and the Commission simply denies the application, p. 58. 


Appeal and review, § 9 — Commission determination — Requirement of finality. 
5. A Commission determination to be reviewable must be final but need 
not take any particular form, p. 59. 
Appeal and review, § 80 — Intervention of holding company — Corporation stock 
proceedings. 
6. A holding company which is the sole common stockholder of a corpora- 
tion making application to the Commission for authority to issue additional 
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stock and bonds, which application, in effect, has been denied by the Com- 
mission, has such a special interest in the litigation as would entitle it to 
intervene in a proceeding to review the Commission determination, p. 59, 


Security issues, § 112 — Commission approval — Difficulties incident to competi- 


tive bidding rule. 


Statement that under the competitive bidding system of disposing of a stock 
issue it would be impossible for a utility seeking Commission approval to 
present the Commission with a complete program of financing, since the 
terms of sale would not be known until after the bidding had been com- 


pleted, p. 56. 


Procedure, § 29 — Commission — Disposal of issues — Right of utility to final 


determination. 


Statement that there is no reason why a public administrative body charged 
with certain regulatory powers should cloak in mystery whether or not its 
action on a given matter is final or not, where a utility would have to know 
such fact to proceed properly and promptly under the law, p. 58. 


Parties, § 18 — Proceeding involving corporation — Right of stockholders to inter- 


vene. 


Statement that a stockholder of a corporation ordinarily would not be al- 
lowed to intervene in a proceeding involving the corporation, on the theory 
that the corporate management would be expected to do the things neces- 
sary to protect the stockholders’ interests, p. 59. 


APPEARANCES: Nixon, Middleton, 
Hargrave & Devans, of Rochester (T. 
Carl Nixon and Earl L. Dey, both of 
Rochester, and Edmund B. Naylon 
and George Foster, Jr., both of New 
York city, of counsel), for petitioner ; 
Philip Halpern, of Buffalo, counsel to 
Public Service Commission, for re- 
spondents; Shearman & Sterling & 
Wright, of New York city (Allen E. 
Throop, William W. Golub, and 
James B. Liberman, all of New York 
city, of counsel), for intervenor-peti- 
tioner. 


BooxkstTEIn, J.: Petitioner is a 
public utility corporation. General 
Public Utilities Corporation, herein- 
after referred to as “General,” is the 
sole holder of all of the issued and 
outstanding common capital stock of 
the petitioner, and seeks to intervene 
in this proceeding. Petitioner has in- 
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stituted this proceeding under Art 78 
of the Civil Practice Act to review an 
alleged final determination of the re- 
spondents hereinafter referred to as the 
“Commission,” and “General” seeks to 
intervene in that proceeding. 

The “Commission” opposes the ap- 
plication of “General” to be permitted 
to intervene and moves to dismiss the 
proceeding on two grounds: First, 
that the determination sought to be 
reviewed is not final and that there- 
fore this proceeding does not lie under 
§ 1285, subdivision 3, of the Civil 
Practice Act ; and second, that the peti- 
tion does not state facts sufficient to 
entitle the petitioner to the relief 
sought. 

[1] The matters thus raised will be 
disposed of in inverse order. For the 
purposes of the motion to dismiss for 
insufficiency, all of the allegations in 
the petition must be deemed to be true, 
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and, taken as true, the petition does 
state a cause of action. Therefore, the 
motion to dismiss for insufficiency 
must be denied. 

The question of whether or not peti- 
tioner seeks to review a final de- 
termination presents a more difficult 
problem. By § 38 of the Stock Cor- 
poration Law it is provided that a 
corporation subject to the provisions 
of the Public Service Law shall not file 
such a certificate as is authorized by 
§ 36 of the Stock Corporation Law, 
with respect to changes in its shares of 
capital stock or capital nor shall the 
secretary of state file such a certificate 
unless there is endorsed thereon the 
approval of the “Commission” having 
jurisdiction of such corporation. Thus, 
in this case, petitioner could not file 
such a certificate without such ap- 
proval of the “Commission.” 

Under § 69 of the Public Service 
Law, a corporation such as petitioner 
may issue stocks, bonds, and other evi- 
dences of indebtedness payable at pe- 
riods of more than twelve months after 
the date thereof when necessary for 
the acquisition of property, the con- 
struction, completion, extension, or 
improvement of its plant or distribut- 
ing system, and for certain other pur- 
poses provided that there shall have 
been secured from the “Commission” 
an order authorizing such issue, and 
the amount thereof, and stating the 
purposes for which the issue or pro- 
ceeds thereof are to be applied, and 
that, in the opinion of the “Commis- 
sion,” the money, property, or labor 
to be procured or paid for by the issue 
of such stocks, bonds, notes, or other 
evidences of indebtedness is or has 
been reasonably required for the pur- 
poses specified in the order. 


Petitioner asserts that it finds itself 
in the position of having to raise capi- 
tal for the purpose of refunding out- 
standing obligations at a lower rate 
of interest and for the acquisition and 
extension of additional plant and facil- 
ities in order adequately to serve the 
public within its orbit. In order to 
comply with § 69 of the Public Service 
Law and to obtain the endorsement 
required by § 38 of the Stock Corpo- 
ration Law, petitioner filed its petition 
with the “Commission” setting forth 
the facts upon which it is claimed by 
it that it is entitled to the endorsement 
required by § 38 of the Stock Corpora- 
tion Law and to a determination that it 
is entitled to issue the securities more 
fully described in its petition, consist- 
ing of new shares of capital stock and 
bonds, the proceeds of which are to 
provide for urgently needed construc- 
tion and the redemption of outstand- 
ing bonds. 

This petition was filed with the 
“Commission” on February 20, 1947. 
The ultimate relief asked by the peti- 
tioner in the petition filed with the 
“Commission,” as shown by the prayer 
for relief in said petition, is the en- 
dorsed approval and consent of the 
“Commission” on its proposed cer- 
tificate of authorization of new shares 
of common stock and the authorization 
of the “Commission” to issue and sell 
$16,677,000 aggregate principal 
amount of first mortgage bonds; 50,- 
000 shares of preferred stock, series 
G., of the aggregate par value of $5,- 
000,000 and 75,000 shares of common 
stock without par value, or such lesser 
number of shares of common stock as 
shall be necessary to realize $2,000,- 
000 to the petitioner. Part of the pro- 
ceeds of the proposed financing is to 
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be used to refund $7,657,000 of the 
principal amount of bonds outstand- 
ing. The balance of the proceeds is to 
be used to defray the cost of new con- 
struction, etc. 

Since the petitioner is a subsidiary 
of “General” which is a registered 
holding company, petitioner was re- 
quired to resort to competitive bidding 
for the securities proposed to be issued 
by it by reason of the provisions of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79 et seq., and 
Rule U-—50 promulgated thereunder by 
the Securities and Exchange Commis- 
sion, although it appears that in some 
circumstances the Securities and Ex- 
change Commission may waive the 
requirement for public bidding. Thus, 
before petitioner can issue its securi- 
ties, it must have the approval of the 
“Commission” and also that of the 


United States Securities and Exchange 


Commission. It appears that before 
the Securities and Exchange Com- 
mission will authorize the issuance of 
securities, it must have some reason- 
able assurance that the proposed is- 
sue will have the approval of the 
“Commission,” required by § 69 of 
the Public Service Law. 

It seems to be recognized that prior 
to the enactment of the Public Utility 
Holding Company Act of 1935, and 
Rule U-50 promulgated thereunder, 
the practice was for a utility company, 
such as petitioner, to make a private 
arrangement for the sale of its securi- 
ties to underwriters or a syndicate. 
Under that practice, it was simple mat- 
ter for a utility company to make an 
arrangement with the underwriters, 
agreeable to both parties, subject to 
the approval of the “Commission,” 
and the utility company could then 
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present to the “Commission” a pro- 
gram of financing, complete in every 
detail, for approval or disapproval. 

Under the competitive bidding sys- 
tem this is impossible, since the utility 
company cannot know the precise 
terms on which its securities are to 
be sold until after the competitive bid- 
ding has been completed. The utility 
company is confronted with the prob- 
lem of going to the expense and trouble 
of submitting its proposed securities 
for sale at public bidding and such sale 
would have to be made subject to ap- 
proval by the “Commission.” Only 
in that way can a final complete finan- 
cial plan be presented to the “Com- 
mission” in a petition for the approval 
required by § 69 of the Public Service 
Law. Although this condition has 
arisen since the enactment of the Pub- 
lic Utility Holding Company Act, no 
legislation has been enacted establish- 
ing a more flexible method for simul- 
taneous compliance with § 69 of the 
Public Service Law and the Public 
Utility Holding Company Act, or, for 
that matter, is it at all certain that 
any legislation could be enacted with- 
out relaxing that degree of control 
over utility corporations which the 
state has found necessary and desir- 
able. 

In part, at least, to meet this situa- 
tion, the “Commission” devised a prac- 
tice known as “Advisory Resolutions” 
under which a utility company present- 
ed its petition for the approval re- 
quired by § 69 of the Public Service 
Law, with the financial plan presented 
in as complete a form as is humanly 
possible without an actual prior private 
sale thereof and without actual prior 
public bidding therefor. By that pro- 
cedure the “Commission” in the pro- 
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ceeding passes what is called a so-called 
“Advisory Resolution” either approv- 
ing the proposed financing or making 
suggestions for changes in the proposed 
plan, which resolutions are regarded 
as morally binding on the “Commis- 
sion” to issue a final order or author- 
ization pursuant to § 69 in accordance 
with the “Advisory Resolution.” 

Apparently, the public utility corpo- 
rations have recognized the existence 
of the device worked out by the “Com- 
mission,” a device dictated by neces- 
sity, and of undoubted wisdom. The 
existence of such procedure was rec- 
ognized by the petitioner which in its 
petition stated that assuming that the 
“Commission” should adopt an appro- 
priate resolution, the petitioner pro- 
poses to issue an invitation for the 
submission of competitive bids for the 
purchase of its bonds and thereafter 
for the sale of 50,000 shares of pre- 
ferred stock and thereafter for the 
sale of additional common stock to 
“General” at the price of $2,000,000 
to petitioner and that if “General” re- 
fuses to purchase the shares of com- 
mon stock, then petitioner, on the as- 
sumption that the “Commission” will 
adopt an appropriate resolution, pro- 
posed to sell the smallest number of 
shares of common stock necessary to 
realize $2,000,000 by issuing invita- 
tions for submission of competitive 
bids. 

The proposed financing was as full 
and complete as it could be made with- 
out an actual bid, at either public or 
private sale; as to the bonds, it fixed 
minimum and maximum interest rates 
and minimum and maximum selling 
prices; as to the preferred stock, it 
fixed minimum and maximum selling 
prices and minimum and maximum 


dividend rates; as to the common 
stock, it provided that if “General” 
purchased it could have 60,000 shares 
for $2,000,000. If the sale of the com- 
mon stock was the result of competi- 
tive bidding, the total price was to be 
$2,000,000 and the competition would 
be as to the number of shares of com- 
mon stock to be acquired for that sum, 
not exceeding 75,000 shares. Except 
for a very narrow compass therefore, 
a complete financial plan was presented 
from which it could at least be deter- 
mined fairly accurately what would be 
the minimum and maximum cost of the 
money to be obtained by the petitioner. 
The “Commission” held hearings 
and as a result passed several so-called 
advisory resolutions making sugges- 
tions for the imposition of certain con- 
ditions, before the “Commission” 
would give its approval of petitioner’s 
requested security issues. Although 
these recommendations were not to 
the liking of the petitioner, it agreed 
thereto without prejudice to its con- 
tention that they were not warranted 
and requested that its original petition 
be deemed amended accordingly. 
Finally, on June 3, 1947, the “Com- 
mission” passed a resolution impos- 
ing additional conditions, to the giv- 
ing of its approval, under § 69 of the 
Public Service Law to which the peti- 
tioner violently objected. It refused to 
accept the conditions and accordingly, 
on June 18, 1947, filed with the “Com- 
mission” a petition withdrawing its 
earlier acceptance of proposed condi- 
tions, suggested by the “Commission,” 
standing on its original petition and 
prayer for relief, asserting that the 
resolution of June 3, 1947, was, ac- 
cording to its understanding, not an 
“advisory resolution” but a final de- 
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termination and if the “Commission” 
also regarded it as a final determina- 
tion, asked for a rehearing. 

On July 10, 1947, the “Commis- 
sion” denied petitioner’s petition of 
June 18, 1947, and “stood pat” on the 
record without giving any indication 
other than by its action as to whether 
or not it regarded its resolution of 
June 3, 1947 as a final determination 
or not. 

[2] It now claims that this proceed- 
ing is premature on the ground that 
the action of June 3, 1947, did not con- 
stitute a final determination but only 
an advisory resolution. It takes the 


position that when the petitioner in 
its petition filed June 18, 1947, asked 
the “Commission’ whether its action 
of June 3, 1947, was final or not that, 
in effect, petitioner was asking for a 
declaratory judgment on the part of 


the “Commission” itself, as to wheth- 
er its action was final or not. Even 
assuming that to be so, there is no 
reason why a public administrative 
body charged with certain regulatory 
powers over the petitioner should cloak 
in mystery whether or not its action 
is final or otherwise, in a matter of 
such importance. Petitioner was en- 
titled to know, at least, whether the 
“Commission” so regarded it so that 
it might proceed properly and prompt- 
ly according to law. Except possibly 
for nomenclature, the action of the 
“Commission” of June 3, 1947, and 
July 10, 1947, has every element of 
finality. The petitioner in accordance 
with law and the practice before the 
“Commission” applied for certain defi- 
nite authorization and approval. It 
was entitled to a determination grant- 
ing or denying the same. The fact 
that, in the process of considering the 
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application, the petitioner and the 
“Commission” negotiated on advisory 
matters did not deprive petitioner of 
the right to an ultimate determina- 
tion. If the parties could agree on the 
matters concerning which the “Com- 
mission” gave its advice, then the mat- 
ter would be disposed of by voluntary 
agreement. If they could not agree 
on these matters of advice given by the 
“Commission,” then the “Commis- 
sion” could exercise its quasi-judicial 
function and make its determination 
on the basis of the petition presented, 
with its advice rejected. 

[3] When the “Commission” on 
June 3, 1947, passed a resolution au- 
thorizing petitioner to proceed to the 
competitive bidding, on the basis of the 
plant outlined in its petition, as amend- 
ed in conformity with earlier advisory 
resolutions, which petitioner reluctant- 
ly accepted and, in such resolution, 
imposed the conditions not contained 
in the petition, and in the earlier ad- 
visory resolutions, it was, in effect, a 
final determination that the “Commis- 
sion” would approve and grant the 
relief sought by the petitioner under 
the conditions imposed by its resolu- 
tion of June 3, 1947, and on those 
conditions only. Obviously, this 
meant that if those conditions were not 
complied with, then the application of 
the petitioner was denied. Such a 
resolution had every element of a final 
determination. 


[4] More especially is it true, when 
after the adoption of such resolution, 
the petitioner advised it would not 
comply with the conditions thus im- 
posed and asked the “Commission” 
that if such determination was final, a 
rehearing be granted and such applica- 
tion was denied. It can hardly be 
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doubted that there has been a deter- 
mination of such finality in character 
as to entitle this petitioner to maintain 
the present proceeding. It seems to 
this court that to hold otherwise would 
be sacrificing substance for form. 

[5] It should be borne in mind that 
§ 1285, subdivision 3, does not require 
that a determination to be reviewed 
must take any particular form, such as 
an order. What is authorized to be 
reviewed, is a determination, provided 
the determination is final. 

Petitioner sought certain definite re- 
lief. In effect, the “Commission” de- 


termined that it would grant the relief, 
provided petitioner complied with cer- 
tain conditions, with which it refuses 
tocomply. Under such circumstances, 
it has received a final determination de- 
nying the relief sought by it, whatever 
name may be given to such determina- 


tion, be it resolution, advisory resolu- 
tion, or what not. 

[6] With reference to the petition 
of “General” for intervention, it seems 
to this court that there are special rea- 
sons why the discretion of the court 
should be exercised in favor of grant- 
ing the application. While it may be 
true that normally the stockholder of a 
corporation should not be allowed to 
intervene in a proceeding on the theory 
that the corporate management would 


do the things necessary to protect the 
stockholders’ interests, it should be 
borne in mind that, in this case, ““Gen- 
eral” is the sole common stockholder 
of the petitioner; that beyond that 
“General,” as a public utility holding 
corporation, is itself accountable to a 
large number of stockholders whose 
dividends are dependent in part at least 
on the dividends which “General” may 
receive on its common stock of the pe- 
titioner. The conditions sought to be 
imposed by the “Commission” if prop- 
er and lawful, would have a far-reach- 
ing effect on “General” and its receipt 
of dividends and so consequently on its 
ultimate payment of dividends to its 
stockholders. Under such circum- 
stances, “General” has such a special 
interest in this litigation as, in the 
sound exercise of discretion, ought to 
permit it to intervene and its applica- 
tion is accordingly granted. 

Motion of “General” to intervene is 
granted ; motion of respondents to dis- 
mission petition is denied; respondents - 
are to file and serve answer within one 
week, after service of a copy of the or- 
der to be entered hereon, together with 
notice of entry thereof; and this pro- 
ceeding is thereupon to be transferred 
to the appellate division, third judicial 
department. 

Submit order or orders accordingly. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re City of Milwaukee 


2-U-2329 
September 27, 1947 


EHEARING with respect to Commission order directing mu- 
R nicipal plant to refrain from discontinuing water service 
to residence; affirmed. For earlier decision, see (1947) 69 

PUR NS 62. 


Municipal plants, § 11 — Powers of Commission — Service outside city. 
1. The Commission has authority to direct a city to refrain from discon- 
tinuing municipal plant service to a water consumer in a town outside the 
city limits, even though the city may not be operating in the town under an 
indeterminate permit granted by the town, p. 61. 


Service, § 223 — Right to discontinue on notice — Contract limiting obligation. 
2. A clause in a service contract between a utility and a customer which 
would permit the utility to terminate service at any time merely by giving 
the consumer thirty days’ notice of its intention so to do constitutes an 
invalid limitation on the utility’s obligation of service, p. 61. 

Service, § 157 — Contract for temporary period — Definiteness. 

3. A contract for temporary water service must have a definite and speci- 
fied time as to the termination of the utility’s obligation, p. 62. 

Service, § 359.1 — Municipal water utility — Out-of-city residence. 
4. The obligation of a municipally owned water utility to serve a residence 
outside the city limits is no different from its obligation to serve residences 
within its limits when, having power to do so, it commenced serving the out- 
of-city residences, p. 62. 

Service, § 126 — Obligation of service — Municipally owned utility — Out-of-city 

residents. 

5. The statute requiring utilities to furnish reasonably adequate service and 
facilities may be invoked for the protection of customers of a municipally 
owned utility, whether they reside inside or outside the city limits, p. 62. 


Franchises, § 61 — Indeterminate permits — Municipal plant operation. 
Discussion of the question whether a city supplying utility service in a 
town operates under an indeterminate permit, arising from a direct grant 
of authority by the state, where a town cannot grant such a permit, p. 61. 


Service, § 121 — Contract limitation — Temporary service. 
Statement that a utility may limit its undertaking of service in such a way 
that a particular service may be given for a specific period when such serv- 
ice is intended by both utility and customer to be temporary in character, 
so that upon the expiration of the temporary period it is without further 
obligation to the subscriber because of the mere fact that the temporary 
service had been given, p. 62. 
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RE CITY OF MILWAUKEE 


Service, § 31 — Contract limiting obligation — Commission authority to approve. 


Statement that the authority of the Commission to validate a contract limit- 
ing a utility’s obligation of service has not definitely been determined, p. 62. 


By the Commission: Under date of 
May 29, 1947, 69 PUR NS 62, this 
Commission issued an order in the 
above-entitled matter directing the city 
of Milwaukee to refrain from the 
threatened discontinuance of the city’s 
water utility service to the premises of 
John A, Cienian located at 3553 South 
11th street in the town of Lake, Mil- 
waukee county. Rehearing with re- 
spect to the matters determined by said 
order was granted upon request of the 
city of Milwaukee and consisted of 
oral argument presented before all of 
the members of the Commission on 
September 10, 1947, at Madison. 


APPEARANCES: Joseph L. Bed- 


narek, Assistant City Attorney, for 


city of Milwaukee; David G. Owen, 
Jr., Attorney, Milwaukee, for John A. 
Cienian ; H. T. Ferguson, Chief Coun- 
sel, of the Commission staff. 


[1] The chief contention of the city 
of Milwaukee, as presented in the ar- 
gument on its behalf, is that the order 
of May 29, 1947, supra, in this pro- 
ceeding is invalid because the Com- 
mission had no jurisdiction to make it. 
The argument as presented is not con- 
vincing. We cannot subscribe to the 
contention as made that the service of 
a utility is utility service and thus sub- 
ject to the regulatory authority vested 
in this Commission only in those cases 
where the utility is operating under an 
indeterminate permit. Even if that 
proposition were sound it appears 
probable, to say the least, that the city 
of Milwaukee is operating in the town 
of Lake under an indeterminate per- 
mit. True, that town, under the de- 


cision of our supreme court, lacks the 
power or authority to grant the kind 
of license, permit, or franchise which 
constitutes an indeterminate permit; 
but the legislature of this state has 
granted to the city of Milwaukee both 
the power and the right to operate in 
the town of Lake. (Section 66.06 
(12), Statutes.) Clearly, indeter- 
minate permits may arise from direct 
grant by the state as well as through 
the action of the municipality as the 
agent of the state in that respect. (Sec- 
tion 196.01(5), Statutes.) No doubt 
remains in our minds as to the juris- 
diction of the Commission to make 
the order of May 29th, supra. 

[2] Our only doubt as to validity of 
that order arises over a different ques- 
tion upon which we do not have the 
benefit of argument by counsel. So 
far as the record shows, the city of 
Milwaukee was not under any obliga- 
tion of service to the owner or occupant 
of the premises now occupied by Cien- 
ian at the time that service was insti- 
tuted ; and such service was instituted 
pursuant to a contract between the city 
and the then owner of the premises 
which provided, among other things, 
that the city could discontinue the serv- 
ice thus instituted at any time that it 
saw fit upon giving notice thereof to 
the owner of the premises. It was 
such a notice by the city of its intention 
to discontinue such service that precip- 
itated this proceeding. 

The question thus presented is 
whether such a provision in a contract 
between a utility and its customer or 
consumer has validity. Did this provi- 
sion, in other words, constitute a valid 
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limitation upon the undertaking of 
service which was created by the rendi- 
tion of service pursuant to the con- 
tract? 

So far as we can discover this pre- 
cise question is one of first impression 
here. We have been unable to find 
court or Commission precedent upon 
the question one way or the other. We 
must, therefore, determine for our- 
selves the law for our guidance in this 
case, 

It seems to us that it is clearly com- 
petent for a utility to limit its under- 
taking of service in such a way that 
a particular service may be given for 
a specific period, when such service is 
intended by both the utility and the 
customer to be temporary in character ; 
and that upon the expiration of the 
temporary obligation of service as spe- 
cifically limited the utility would be 
without further obligation or under- 
taking of service because of the mere 
fact that such temporary service had 
been given. 

[3] On the other hand, we think 
that any such temporary service of a 
utility must have a definite and speci- 
fied time as to the termination of both 
the service involved and the obligation 
or duty to continue it. In other words, 
we think that any limitation of the ob- 
ligation of service of the utility as 
specified in a contract providing for 
that service, which (as in this case) 
purports to undertake service for an 
indefinite time and which after a dozen 
years or more may be terminated at 
the whim or caprice of the utility, con- 
stitutes an invalid limitation upon the 
obligation of service of such utility. 
Whether the Commission can validate 
a limitation of obligation to serve by 
approving a limiting contract for serv- 
ice is not wholly clear. In this case 


71 PURNS 


no such approval was asked or given, 

While the precise questions as just 
discussed were not before the supreme 
court of this state in either Northern 
States Power Co. v. Public Service 
Commission (1944) 246 Wis 215, 58 
PUR NS 377, 16 NW2d 790, or in 
Milwaukee v. Railroad Commission 
(1935) 217 Wis 606, 11 PUR NS 
316, 258 NW 854, those cases, and 
particularly the Milwaukee Case, seem 
to indicate a view of that court which 
is wholly out of harmony with any con- 
tention either that a public utility of 
this state, whether privately or munici- 
pally owned, may validly make such a 
limitation upon its obligation or un- 
dertaking of service as the city of Mil- 
waukee purported to make by the 
provision in its contract with the then 
owner of Cienian’s premises. 

[4,5] The city of Milwaukee con- 
tends that its service to customers out- 
side the city boundaries is so related 
to the amount of surplus water which 
the city had available at the time of 
instituting such outside service that 
if the time occurs when that surplus 
has ceased to exist, the city may then 
discontinue service to such outside 
customers when, as, and if it sees fit 
and without approval or authority in 
that respect by regulatory authority. 
The city apparently rests this conten- 
tion upon the use of the term “surplus 
water” in the opinion of the supreme 
court of this state in the case of Mil- 
waukee v. Public Service Commission 
(1942) 241 Wis 249, 46 PUR NS 
287, 5 NW2d 800. The decision in 
that case certainly did not establish, 
as the law of this state, the proposi- 
tion as urged by the city of Milwaukee 
and as just above stated. We do not 
believe it is the law of this state. 
Doubtless, any municipally owned wa- 
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ter utility is under no obligation in 
the first instance to furnish service be- 
yond the boundaries of the owner mu- 
nicipality unless it sees fit to do so. 
But having power to do so (as the 
city of Milwaukee has) and having 
done so, then, in our view, there is no 
distinction—so far as obligation of 
service is concerned—between cus- 
tomers inside the municipality and out- 
side the municipality. In other words, 
the statute of this state, which requires 
utilities to furnish reasonably adequate 
service and facilities, applies to mu- 
nicipally owned utilities just as much 
as it does to privately owned utilities. 
That statute, as we view it, may be 


invoked for the protection of customers 
of the municipally owned utility both 
inside and outside the municipality; 
and customers outside of the munici- 
pality are as much entitled to its pro- 
tection as those who are within such 
municipality; and to its protection 
equally and without discrimination. 

It is our conclusion, therefore, that 
our order of May 29, 1947, supra, 
should be affirmed. 


ORDER 
It is therefore ordered: That our or- 
der of May 29, 1947, supra, in the 
above-entitled proceeding, be and is 
hereby affirmed. 
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Robert Whyte 


New York Telephone Company 


— Misc —, 73 NYS2d 138 
August 28, 1947 


PPLICATION by subscriber for order directing telephone com- 
l \ pany to restore service; granted. 


Service, § 134 — Telephone — Denial for gambling. 
1. A telephone company has sole authority to determine whether or not 
service should be discontinued to a subscriber whose telephone has been 
used for gambling purposes, and neither the police commissioner nor the 
police department is given any authority by statute to require a company 
to withhold or discontinue service, p. 64. 


Service, § 134 — Telephone — Denial for gambling — Arbitrary action at police 


request. 


2. A telephone company will be directed to resume service to a subscriber 
whom it has served for many years where the company has discontinued 
service unjustifiably at the request of the police department, p. 64. 


Service, § 134 — Telephone — Denial for gambling — Arbitrary action at police 


request. 


3. The action of a telephone company in discontinuing service at the re- 
quest of the police department is arbitrary and unjustified where the only 
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unlawful use alleged is that of an employee who was arrested for book- 
making over the telephone and where there is no evidence that the telephone 
was used for this purpose with the subscriber’s knowledge or that the un- 
lawful use would be likely to reoccur in the future, p. 64. 


Service, § 489 — Peremptory order to continue — Right to relief. 


Statement that a peremptory order requiring a telephone company to resume 
service will not be issued unless a clear right to the relief is demonstrated, 


p. 64 


APPEARANCES: Nathaniel Fein- 
stein, of New York city, for petition- 
er; Ralph W. Brown, of New York 
city, for respondent. 

DicksTEIN, J.: An order is sought 
directing restoration of telephone serv- 
ice and equipment heretofore furnished 
petitioner at his place of business. Pe- 
titioner is engaged in the business of 
manufacturing custom-built ‘shoes. 
For the past twenty years he has had in 
his place of business a telephone and 
one extension. Service was interrupted 


when members of the police depart- 
ment entered petitioner’s place of busi- 
ness on July 15, 1947, and arrested 
one Robert Campbell, an employee of 
petitioner, for violation of § 986, Penal 


Law (Bookmaking). On July 25, 
1947, the respondent Telephone Com- 
pany terminated telephone service at 
the request of the police department. 
[1] In Shillitani v. Valentine 
(1947) 296 NY 161, 164, 67 PUR 
NS 150, 151, 71 NE2d 450, 451, the 
court said: ‘Neither the police com- 
missioner nor the police department is 
given any authority by statute to pass 
upon or regulate applications for tele- 
phone service, or to require a telephone 
company to withhold or discontinue its 
service. Whether or no service 
should be terminated or discontinued is 
a decision that must be made by the 
telephone company. True, 


the company is free to consult with the 
police department or with any other 
law enforcement agency, and may be 
guided in its action by the advice re- 
ceived. But whether the action is jus- 
tified or warranted must be determined 
by the telephone company upon the 
facts presented.” 

[2, 3] A peremptory order may not 
issue here unless petitioner has a clear 
legal right to relief. Leitner v. New 
York Teleph. Co. (1938) 277 NY 180, 
24 PUR NS 289, 13 NE2d 763. This 
petitioner has demonstrated in the 
present proceeding. The undisputed 
facts establish that petitioner was not 
using or permitting his telephone to be 
used for unlawful activities in viola- 
tion of the Penal Law. No act on the 
part of the petitioner has been assailed, 
and continuous uninterrupted service 
for forty years should not be termi- 
nated because of an isolated, unauthor- 
ized act of an employee. The guilt or 
innocence of the employee is imma- 
terial at this juncture, although dis- 
position of his case has not yet been 
made. There is no reasonable basis to 
suppose that any future repetition of 
such an act will occur. Consequently 
the record before the court leaves no 
other conclusion than that the action 
of respondent was arbitrary and un- 
justified. The application is granted. 
Settle order. 
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Industrial Progress 


A digest of information on new construction by pri- 

wvately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


$280,000,000 Program Planned 
By Consolidated Edison of N. Y. 


ONSOLIDATED Epison CoMPANY OF NEW 

York, INc., announced recently an up- 
ward revision of its budget for construction 
and expansion during the next four years, re- 
sulting from high costs of materials and con- 
struction and from increased needs for electric 
service. 

Ralph H. Tapscott, president, said that the 
company now plans to spend $280,000,000 dur- 
ing the next four years. This is in contrast to 
an earlier announcement that a five-year post- 
war construction program would cost about 
$250,000,000. 

The major part of the four-year construc- 
tion program outlined by Mr. Tapscott in- 
volves an expansion of the company’s electric 
generation and distribution system. It includes 
equipment to increase Consolidated Edison 
System’s net normal production capacity from 
the present 2,556,000 kilowatts to 3,000,000 
kilowatts at the end of the period. Substation, 
transmission, and distribution facilities must 
be increased in view of the larger loads to be 
served, according to Mr. Tapscott, and are in- 
cluded in the program. He estimated that more 
than $40,000,000 would be spent during each of 
the four years included in the program for 
these new electric production and distribution 
facilities. 

Enlargement of the company’s Waterside 
electric generating station is approaching com- 
pletion, and it is expected that three turbo- 
generators with a total capacity of 170,000 
kilowatts will be in service there by the end 
of 1948, Mr. Tapscott said. A fourth unit of 
50,000 kilowatts capacity is scheduled for in- 
stallation in 1949, 

Mr. Tapscott said the company’s East River 
generating station is to be enlarged at a cest 
of $36,000,000. Two generating units, each with 
a capacity of 120,000 kilowatts, are to be added. 


Opportunity Offered to 
Design Own Car 


"T tousanns of automobile owners will be 
given a chance to “design their own car” 
through a four-color illustrated questionnaire 
to be distributed across the country by the Ford 
Motor Company. 

Developed by the Ford Marketing Research 
Department, the questionnaire gives a choice 
of automobile size, body style, engine, interior 
decoration, chrome trirf, accessories, and “ex- 
tras”—all with price tags. From these auto- 
mobile owners can select the features they 


would like in their new model car and tally 
up the approximate cost. 


San Diego Gas & Elec. Plans 
$40,000,000 Expansion 


HE San Dreco Gas & ELecrric COMPANY 

has announced a $40,000,000 expansion 
program to be undertaken between now and 
1952 


Included are two projects announced for the 
first time. One is a $5,000,000 gas line to con- 
nect with a northern source with which ne- 
gotiations are in progress. The other is a 
50,000 kw. station to be installed in 1950 at 
a cost of $7,500,000. 

The company is building a 50,000 kw. turbo 
generator at present at its Silvergate plant 
and also previously announced new transmis- 
sion lines and other improvements. 

The company reported 16,000 new customers 
since the end of the war and the sale of elec- 
trical appliances locally at a rate much higher 
than prewar. 


Connectors for Grounding 


sg, Oget ppeter =: FOR GROUNDING” is the title 
of catalog G 47, published by Burndy 
Engineering Company, New York city 54. 

The 32-page catalog presents the company’s 
broad line of grounding devices which are 
widely used wherever ground systems are in 
operation. In addition, the Burndy publication 
provides a comprehensive discussion of mod- 
ern grounding practice heretofore not available 
between the covers of one publication. 

A copy may be had by writing Burndy. 


New Appointments 


Allis-Chalmers 


R. O. Bell has been promoted from assistant 
engineer-in-charge to engineer-in-charge of 
transformer sales of the Allis-Chalmers elec- 
trical department, according to an announce- 
ment by G. W. Clothier, manager of the com- 
pany’s transformer section. 


Gar Wood Industries, Inc. 


W. H. Hammond, vice president-sales of 
Gar Wood Industries, Inc.,,announces the ap- 
pointment of E. B. Hill as general sales man- 
ager and R. F. Whitworth, general service 
manager and the creation of four domestic 
regional sales offices under Mr. Hill. 
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Construction Loans Announced 


ONSTRUCTION loans — chiefly for distribu- 
tion lines, system improvements or new or 
additional generating capacity—recently were 
made to the following enterprises by the Rural 
Electrification Administration : 
Graham County Electric Codperative, Pima, 
Ariz., $222,000. 
Buchanan County Rural Electric Coopera- 
tive, Independence, Iowa, 
Top O’Michigan Rural Electric Company, 
Boyne City, Mich., $245,000. 

Todd-Wadena Power and Light ae e 
Association, Wadena, Minn., $255,000 
Washington Island Electric 
Washington Island, Wis., $20,000. 

Duncan Valley Electric Cooperative, Inc., 
Duncan, Arizona, $430,000. 

Withlacoochee River Electric Cooperative, 
Inc., Dade City, Florida, $300,000. 

Victory Electric TT usin Inc., Dodge 
City, Kansas, $272,000. 

Northwest Electric ‘Codperative Association, 
Inc., Bird City, Kansas, $310,000. 

Missouri Rural Electric Cooperative Asso- 
ciation, Palmyra, Missouri, $173,000. 

White River Valley Electric Cooperative, 
Inc., Hollister, Missouri, $404,000 

Continental Divide ‘Electric Cooperative, 
Inc., Gallup, New Mexico, $280,000. 

Tuscarwas-Coshocton Electric Cooperative, 
Inc., Coshocton, Ohio, $115,000. 

Edisto Electric Cooperative, Inc., 
South Carolina, $550,000. 


Coéperative, 


Bamberg, 


Erath County Electric Codperative Associa- 
tion, Stephenville, Texas, $390, 

Dixie Rural Electric Association, St. George, 
Utah, $20,000 

Riceland Electric Coédperative, 
Ark., $180,000. 

Howell-Oregon Electric Codperative, West 
Plains, Mo., $535,000 

Lamb County Electric Codperative, Little- 
field, Tex., $210,000 

Deep East Texas Electric Codperative, San 
Augustine, Tex., $350,000. 

Northern Piedmont Electric Cooperative, 
Culpepper, Va., $190,000 

Delta-Montrose Rural Power Lines Asso- 
ciation, Delta, Colo., $256,000. 

Ark Valley Electric Codperative Associa- 
tion, Hutchinson, Kans., $140,000. 

Northwestern Electric Codperative, Wood- 
ward, Okla., $900,000. 

Grayson-Collin Electric Codperative, 
Alstyne, Tex., $170,000. 

Wharton County Electric Codperative, El 
Campo, Tex., $70,000. 

Greenbelt Electric Codperative, Wellington, 
Tex., $428,000. 

Itasca-Mantrap Cooperative Electric Asso- 
ciation, Park Rapids, Minn., $390,000 

Hill County Electric Codperative, Havre, 
Mont., $420,000. 

Woodstock Electric Membership Corpora- 
tion, Bellhaven, N. C., $60,000. 

Cotton Electric Codperative, Walters, Okla., 
$455,000. 


Stuttgart, 


Van 
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Show This to Your Medical Department 


Tests for Both Albumin and Sugar Can Now Be Made 
On Only One 5-Drop Portion of Urine 
With The Cargille Combination Urinalysis Sets 


No Liquid Reagents — No External Heating 


REFERENCE ;: Blatherwick, N. R., and 4g 3m, > Joseph H.: A ee cost for — " Sugar 


in the Same Measured Sample of Urine, J 


Lab. & Clin. Med. 


, August 


From the Biochemical Laboratory of the Metropolitan Tite Tae Company 


(Reprints of this article will be sent on request) 


FOR LABORATORY oe 


FOR OFFICE e@ 


FOR BEDSIDE 


Ideal For Use in Making 
Physical Examinations of Employees 


Write For Leaflet U-ALB 


Cargille Scientific Inc. 


Mention the Fortnicutty—It identifies your inquiry 
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Forsblom & Parks, Architects 


Invitation to a “get-together” 





You are interested in promoting the 
proper use of light in your community. 
Merchants are interested in suggestions 
that will benefit their business. And we are 
interested in more store modernization 
work. So, let’s get together. 

Thousands of merchants from coast to 
coast, who have modernized their stores 
with Pittsburgh Glass and Pittco Store 
Front Metal—who have followed the light- 
ing recommendations of local utilities— 
have proved that such action results in 
more customers, increased sales and profits. 


A great many more retailers—spurred on 
by our consistent advertising campaign in 
twenty-three trade papers —are keenly 
alive to the benefits of store remodeling. 

Now is the time for really concentrated 
and cooperative action. Working together, 
we are sure that we can more effectively 
serve the individual merchant and the 
community as a whole. In discussing store 
modernization with your customers, our 
experience and knowledge are at your dis- 
posal. We invite you to call on our spe- 
cialists at any time. 





“PITTSBURGH 


STORE FRONTS 
AND INTERIORS 


GLASS + CHEMICALS * BRUSHES <- PLASTICS 


G) Paints - 
COMPANY 
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These new Dodge ‘‘-Job-Rated’’ trucks are wide, mas- 
sive trucks representing DESIGN with a PURPOSE 

. trucks combining appearance with comfort, 
safety, performance, economy, and ease of handling. 


NEW COMFORT 


() PLENTY OF HEADROOM. 

@ STEERING WHEEL . . . right in the driver’s lap. 

() NATURAL BACK SUPPORT . . . adjustable for 
maximum comfort. 

@) PROPER LEG SUPPORT . . . under the knees 

- where you need it. 

(S) CHAIR-HEIGHT SEATS . . . just like you have at 
home. 

© “AIR-O-RIDE” CUSHIONS . . . adjustable to weight 


of driver and road conditions. 


@) 7-INCH SEAT ADJUSTMENT . . . with safe, con- 


venient hand control. 


vend mow with ee NEW DODGt 








NEW Tractors and other 
High Tonnage Models! 


You'll find, in these new high 
tonnage models, many exclu- 
sive advancements: Strong, 
durable metals and alloys... 
precise machining, and a much 
wider range of equipment. 
Engines have _ cost-reducing 
sodium-cooled valves, and 
stellite-faced exhaust valves 
and seat inserts. Other out- 
standing features include 
sturdy 5-speed transmissions; 
rugged 12” and 13” clutches; 
smooth, safe brakes—the 
finest in the trucking industry. 


NEW All Weather Ventilation 


You drive in comfort whether it's 10° below or 100° above. 
Available is an ingenious combination of truck heater, 
defroster vents, vent windows, cowl ventilator, and a 
new fresh air intake from behind the front grille. It’s 
the finest ‘‘All-Weather’’ heating and ventilating system 
ever installed in a truck cab. 





ELT OR SRI 
‘Pilot-House’ Cabs 
with all ‘round vision 
Note the tremendously increased 
vision of these cabs. Windshields 
and windows are higher and 
wider. New rear quarter windows 
add still more to vision, and to 
safety. With this increased glass 
area throughout, you get “‘Pilot- 
House”’ vision in all directions. 
With welded all-steel construc- 
tion, they’re the safest cabs built. 
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NOW AVAILABLE! | 
eee PROCEEDINGS 7 
1947 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Review of Current Telephone Rate Cases — An Analysis of the Capital Structure 
of Electric Utilities — Carload Traffic Studies — Progress in Regulation of Public 
Utilities — Corporate Finance — Warehouse Regulation — Motor Carrier Revenue 
and Rates — Rates of Public Utilities — Telephone Studies — Legislation 


These and others 88.50 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Telephone Separation Manual: 
This manual is the result of studies of the NARUC and FCC Joint Committee and develops 
a system of procedures providing for allocating telephone operating expenses and invest- 
ment among exchange, state toli, and interstate toll service on both the board-to-board and 
station-to-station bases of rate making. (This manual is not included in the volume of 
Proceedings above referred to) ................0eeeeeee als oc ah sak cudnt ae: : $2.00 
Rates of Public Utilities (1947 Committee Report) 


Depreciation: 
(1946) Methods of Pricing Retirements from Group Property Accounts 
1944 Report of the Committee on Depreciation (Supplement to 1943 Report) ............ 1.25 
1943 Report of the Committee on Depreciation (277 pages) 


Interpretations of Uniform System of Accounts for Electric Utilities ............. 1.50 


Interpretations of Uniform System of Accounts for Gas Utilities 
Interpretations of Uniform System of Accounts for Water Utilities 


(Where remittance accompanies order we pay forwarding charges! 





NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. ¢. 
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CLEVELANDS HAVE THOSE FEATURES VITAL 
TO BETTER TRENCHING PERFORMANCE... 


@ RUGGEDNESS @ COMPACTNESS 
@ MOBILITY @ FLEXIBILITY 
@ POWER AND LONG LIFE 


THE CLEVELAND TRENCHER CO. 


O100 ST. CLAIR AVENUE . CLEVELAND 17, OHIO 
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JOHNNY CAPACITOR’S KILOVAR ECONOMICS 


KWHR LOSSES FROM KVAR 
TRANSPORTATION MAY EQUAL 
1/5 OF YOUR DOMESTIC LOAD 





JOHNNY SAYS: 


“With load increases eating into reserve carrying capacity—and with 
costs of both fuel and equipment going up—losses caused by kilovars are 
more costly than ever before.” 


Energy losses due to kilovar trans- 
portation can actually exceed 1/5 of 
your domestic load. Reducing these 
losses by supplying on-the-spot kilo- 
vars from capacitors offers exceptional 
savings and advantages today, for 
these reasons: 

1. Capacitors are now low in cost— 
less than $10 per kilovar installed. 
2. Increased system capacity is made 
available immediately, as soon as on- 
the-spot kilovars are supplied. 

That is the dollars and cents side of 


the story. Important system improve- 
ments also result. Voltage drops 
throughout the system are reduced. 
More kilowatts per ampere can be de- 
livered. Distribution systems are 
cleared for carrying increased pay 
load. 

Your General Electric representa- 
tive will be glad to explain in further 
detail the specific advantages of ap- 
plying capacitors to your system. Or 
write to Apparatus Department, General 
Electric Company, Schenectady 5,'N. Y. 


GENERAL {% ELECTRIC 
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THIS USED TO HAPPEN 


Mg Vuucetet ofthe 


Slip and fall accidents disabled 
more employees than any other cause, save 
one. So in 1944, this airline company insti- 
tuted the Legge System of Non-Slip Floor 
Maintenance. In two years since, these acci- 
dents dropped 56% ...now rank as a minor 
cause of disabled personnel. 


LEGGE.-xerr noors 


UP TO 95% SAFER “? 
In leading buildings and plants, the ee; ag DO NON-SLIP 


System has proved it reduces slip and fall a | ge FLOORS PAY? 


accidents up to 95%, It is often recom- 
mended by casualty insurance companies. 


You'll find the answer in our free booklet, 

“Mr. Higby Learned About Floor Safety the Hard 

Way.” It analyzes the “hidden costs” of unsafe floors; 

shows how a Legge floor safety program helps reduce 
many “fixed” overhead expenses, 


It also describes how you 
get a floor upkeep plan personally en- 
gineered to your needs by a Legge | 


advisor. 





Then it tells how this tailor- 
made plan eliminates extra labor, exces- 
sive use of materials and rapid floor deterioration . . . 


TS BOOKLET IS YOURS so you can actually cut floor maintenance costs up 


WITHOUT OBLIGATION : , 
You will find it worthwhile reading. To send to S07! 
for your copy, clip the coupon to your letter- 

and mail. 


eS 
WALTER G. LEGGE CO., INC. 
11 West 42nd St., New York 18, Bt 
] 360 N. Michigan Ave., Chicage 1, ill. 
os 
Please send me your free book, “Ks. 
OF, Oe A RCCL LEBEAU LES, (1197 Leorned About Floor Safety 





i lac “49 LEGGE see tr gph png 


New York + + Ft. Worth « . 
losAngeles «+ age neers . per + Rochester + pose of . 
— a oe ae on oe oe ee oe 
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- MAXIMUM PROTECTION AND LONG LIFE - 


CRESCENT 
Steel Taped 
PARKWAY CABLE 


Insulated with 
CRESCENT ENDURITE 
Heat-Resistant 
rubber insulation (75°C) 
in 600 to 5000 volt range. 

Or with 
Varnished Cambric for max- 
imum current carrying capacity 
or higher voltages. 








N° other protection required except at points of 
extreme mechanical hazard. Being well protected 
from ordinary mechanical injury and easy to install, 
they provide an economical, permanent underground 


system. 
These cables are widely used for street lighting 
THREE CONDUCTOR circuits, railroad yard lighting and signal systems, 
a miele bales ee airport power and lighting circuits and in industrial 


of metallic Parkway ca- 


bles, to 1.P.C.E.A. e 
Special cables Fay plants and mines, 


tomer's specifications. 


CRESCENT 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, design, and contruction. > > 


» 





Tae American Arppraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA coucaco 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








g¢ ford, Bacon & Davis 


Bad VALUATIONS Engineers CONSTRUCTION 


REPORTS RATE CASES 
NEW YORK © PHILADELPHIA © CHICAGO @ LOS ANGELES 








GILBERT ASSOCIATES, Inc. 


na POWER ENGINEERING SINCE 1906 rth gete gt “ome 





Steam, Electric, Gas, Hydro, Purchasing and Expediting, 
PN sad haem tama Serving Utilities and Industrials aot page Brae ein. 

perating Betterments, 5 
Inspections and Surveys, Reading ° Philadelphia Original Cost Accounting, 
Feed-Water Treatment, Washington °e New York Accident Prevention, 











FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
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PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 





The Khu lj 1a n/ 


ENGINEERS ‘ ‘ tcenmernucrerRs 
1518 Walnut Street, — PhiladciIphia 2, Pa 


New York 6 : Woshington 5 





WILLIAM S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 











N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 





p Complete Services for GAS and ELECTRIC Utilities 
sce coon scams ATRT AUCH A 


Complete Plants Additions or Installations 


every detail geared to more profitable operation. 


See Sweets Files, Refinery Catalog, etc for details 











ENGINEERS 
AND 


CONSTRUCTORS 


SANDERSON & PORTER Sap 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 








E. A. STEINBERGER 
Consulting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 
Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 


1309 Liberty Bank Building Dallas 1, Texas 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. Francis S. HABERLY 
FRANCIS S. FRIEL CONSULTING ENGINEER 
Water, BP sags protease Problems "ennatton - Depreciation 8 Service Life 
aura, ane (imran, inden Gualee samt: - nytt geal 


1528 WALNUT STREET PHILADELPHIA 2 122 SoutH Micuican Avenue, C1icaco 








BLACK & VEATCH JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


, t ee PUBLIC UTILITIES AND INDUSTRIALS 
Appraisals, investigations and  re- SUPERVISION OF CONSTRUCTION 
ports, design and supervision of con- MACHINE DESIGN — TECHNICAL PUBLICATIONS 


CONSULTING ENGINEERS 


struction of Public Utility Properties TS — EXAMINATIONS — APPRAISALS 
4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 








EARL L. CARTER JENSEN, BOWEN & FARRELL 


i Bho goneser. gs -npead : Engineers 
REGISTERED IN INDIANA, NEW YORK, OHIO, * ns 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Ann Arbor, Michigan 
Public Utility Valuations, Reports and Appraisals - Investigations - Reports 
Original Cost Studies. in connection wi 


th 
910 Blectric Building Indianapolis, Ind. wien” eldieh cn’ aati Won. 











W. C. GILMAN & COMPANY LUCAS & LUICK 


ENGINEERS ENGINEERS 
ws orn cowmurion suet 
FINANCIAL CONSULTANTS INVESTIGATIONS, REPORTS, RATES 


55 Liberty Street New York 231 S. LaSauie St., Cricaco 
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FRANK O’NEILL 
Public Utility Consultant 
327 South LaSalle Street, Chicago 4, Illinois 


Accounting, financial, insurance, tox, rate case 
work and original cost studies. 








ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic Structures — UTumiries 
Fioop Contro. — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 








A. S. SCHULMAN ELEctric Co. 
Contractors 


TRANSMISSION LiNgES—UNobeRGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 
537 SoutH Dearsorn St. CHicaco 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION—I NVESTIGATION— REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND Rate 
MATTERS 


261 Broadway New York 7, N. Y. 








WESTCOTT & MAPES, inc. 


ARCHITECTS & ENGINEERS 
INVESTIGATIONS °¢ REPORTS 
DESIGN °¢ SUPERVISION 

New Haven, Connecticut 














MAXIMUM CONTACT 
provided by V-groove con- 
ductors protected by bev- 
elled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of 
Conductor Fittings. 


PENN-UNION 


(on ©. 525 55 Om @ @ 5 ® | 2 ee oe Oe 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 





A K 


& Friel, Inc., Engineers *Kinnear Manufacturing Company, The 
an Appraisal ‘Company, The Kuljian Corporation, The, Engineers ...... 


B L 


Babcock & Wilcox Company, vee Lefer, William S., Engineers 
Barber Gas Burner Compesy. Th 3 e, Walter G., Co., Inc. ... 
Black & Veatch, Consulting aginee: Loeb and Eomes Engineers . 
*Blaw-Knox Division of Blaw-Knox Company cee Lougee, N. & Company m 


Lucas & tuiek! Engineers 


*Main, Chas. T., Inc., Engineers 
Mercoid Corporation, The 


Company, Inc. 
Wire & Cable Co., Inc 


D 
ae 
y & Zimmermann, inc., Eng 32 ewport Ne News Shipbuilding & Dry Dock Co. 
Beles Division of Chrysler Corp. Norwalk Valve Company 


Ebasco Services, sapacoeres ° 
Electric St Battery 7 mpony, Th O'Neill, Frank, Public Utility Consultant 


F Penn-Union Electric Cor; 
Pittsburgh Plate Glass 


*Form M in: _ hard, J. F., 


Inc 
Ford, Bacon & Davis, Inc., Engineers 
Ford 





Recording & ees Cop. 


Regester, R 
peneres Electric Company Remi > fend fee. 
MC Truck and Coach Division 7 
silbert Gaveatates Inc., Engineers Rust-Oleum Corporation 
piiman, W ,& Company, ngineers 34 
prinnell adhe. BBB. cccccces Outside Back Cover 
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*international Busi hi tion . 
Rome ness yy ma Toeppen, Manfred K., Engineer 


J 
Jackson & Moreland, Engineers Westcott & Inc 
Jensen, Bowen & Farrel White, J. G., Engi 
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NEW ENGINES! New Six, = 

new V-8's. . . up to 145 h.p. 

NEW CABS! Million Setter Cob 

with living room comfort! 

NEW FRAMES! Tougher, more 
! 

rugged than ever! 

NEW BIG JOBS! Up to 21,500 

Ibs. G.V.W. 

NEW MODELS! Over 139 

new truck models! 


Listen to the Ford T heater - 
NBC stations Sunes SS _ 
noons 5:00 to 6:00 p.m., E.S. 





























—— OF AN ENGINEERING 
PRINCIPLE THAT ASSURES LONGER TRUCK LIFE 


all through, but because th 
result of a time-proved truck 
principle. This Principle is Ford 
construction. 


Bonus Built = Extra Strength! Everysingleone Bonus Built = Longer Life! 
of the great new Ford Trucks 
Bonus Built . + + + to do their 
margin of extra 5 1 part. Jobs easier, with less strain 
But that is only fart of this Vital truck bui 
ing Principle . ’, ” 

_ ord Bonus Built 
Bonus Built=Work Reserves Trucks for °48 now! ——— 
‘ength provides WORK RESERVES that Pay off 
for truck Operators in two imp 
Saving ways... 


LIFE 


Bonus Qa(/AF — —THEAMAZINGRESULT 









+++ and ONLY Forg Trucks Have It! 





The great new Ford Trucks for 48 are 
re volutionary not only because they are new 
cy are the amazing range of use by permitting them to handle 
engineering : 

Bonus Built 


















for °48 is 
- - designed and built with a 
trength in every vita 


What’s More, these 






same Bonus Built WORK RESERVEs allow Ford 
Trucks to relax on the job 










and less wear. 
last longer 
because they are built to work easier/ 
‘ See t i f F 
! This ontie See the great new line o 










ortant, money- *BONUS: “Something given in addition to what 


is usual or strictly due.” — Webster's Dictionary 
YSURANCE EXPERTS PROVE... FORD TRUCKS LAST UP To 19.6% LONGER! 
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